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Perspectives	
The stock market has continued its march higher.  New record closes 
were reached for the Dow Jones Industrials and the S&P500.  The 
NASDAQ is very close to an all-time high.  Many European 
exchanges and the TOPIX Japanese index hit fresh highs as well. 
Retail sales this week saw the biggest increase since the US began 
tracking the statistic.  Corporate profits should be very good and look 
even better when compared to the pandemic-cratered second quarter 
of 2020. The market advance has been broad.  Last week there were 
721 “new highs” on the New York Stock Exchange and only  60 
“new lows”.  According to Barrons, last month’s weekly average 
cash inflow to equity mutual funds was $20 billion.  The average 
weekly inflow to taxable fixed income funds was $13.3B and money 
markets received $18.8B.  These are solid figures indicating that 
there is a willingness for investors to put money to work.  It’s hard to 
argue that we are not in a bull market.  Of course there are reasons 
for caution.  There always are.  The market has moved up 
significantly and is anticipating a strong recovery.  The S&P500 now 
trades at a forward price-to-earnings ratio of 22.4. That is well above 
the 10-year average of about 16 times earnings and the 5-year 
average of about 18 times.  Optimism is certainly here.  According to 
Fact Set, the market is anticipating year-over-year earnings growth in 
the 1st quarter to be 24.5%.  If this increase in corporate profits 
comes true it will be the highest since the recovery following the 
Great Recession of 2008-2009.  Consumer discretionary and 
Financials are the two sectors expected to see the largest year-over-
year increase in profits.  If the actual earnings beat expections, stock 
prices can rise.  With high multiples, if companies disappoint, there 
will likely be downward price action. Investors can be selective and 
look for stocks that should have solid year-over-year comparisons 
that trade below the market multiple.  The high flyers bring up the 
average multiple.  Look for value. Look for growth at the right price.  
It is tricky to reach after the increase in stock prices we have seen 
over the past year. 

BrokerageSelect Member FINRA/SIPC  Registered with MSRB 1

Taxes 

Personal Income taxes need to 
be filed by May 15.  Don’t wait.  
File an extension if you need 
more time. 

Taxes	Two	

If you take the standard 
deduction this year, you can 
deduct up to $300 in 
charitable contributions. Other 
changes that may help are new 
rules on IRA contributions and 
conversions. 

Fraud	Factory	

The April AARP Bulletin has an 
investigative story that looks 
into organized, “professional” 
fraud operations. Most of these  
fraud “boiler rooms” are 
offshore.  There are a range of 
scams all designed to either let 
them into your computer or to 
keep you on the phone until 
you divulge personal 
information.  Scammers can 
hold you for ransom or can 
convince you to “pay for 
services” like removing a non-
existent virus.  Crooks want 
payment in untraceable form 
like Bitcoin, gift cards or cash.
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Out	Of	The	Box	
The two risks to the markets that concern me at the moment are 
inflation and Taiwan.  Both could create a market correction perhaps 
even a bear market.  With respect to inflation, I have concern but I 
remain skeptical of the negative impact that many analysts are 
predicting.  There is a saying attributed to financier Bernard Baruch, 
“Something that everyone knows isn’t worth knowing”. In other 
words, once an issue is widely known and expected, the markets 
quickly discount it and its impact is already reflected in current 
prices.  Since the vaccine rollout and the second and third COVID 
stimulus packages have been put in place, market watchers have 
been calling for inflation.  Perhaps, but as the economy normalizes, 
there is a high probability that supplies will increase and ease price 
pressures.  Could the stock market manage through a short to 
intermediate term bout of inflation?  I think so. For companies that 
can pass higher costs on to consumers, there shouldn’t be an impact 
on profits.  Higher revenues due to higher prices could even help a 
company’s debt reduction efforts as debt costs are low and fixed.  
Taiwan may be a very different story.  China has increased 
aggressive actions in Taiwanese airspace and in the South China Sea.  
As of now, I think the markets are not thinking that a Chinese 
invasion of Taiwan is even a small possibility.  It is not priced in. If 
China were to attack Taiwan, the global semiconductor and 
technology supply chain would be disrupted. Sanctions and military 
action by the US might even come into play.  This would be a 
calamity for business and not solved quickly.  I am not suggesting 
that invasion is imminent but it is something investors should keep in 
mind.  I’m not a fan of chasing Black Swans but this could be a 
really big bird. 
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Something	Else	

I recently stumbled across a 
series of videos on YouTube from 
travel blogger Gary Bembridge.  
He focuses on cruises and other 
iconic means of travel.  I watched 
a few of his videos and I thought 
they were very good and 
contained useful tips, 
descriptions and answers to 
many questions about cruising.  
His videos cover liner travel and 
river and barge cruises.  He 
discusses pitfalls and ways to 
enhance your travel experience.  I 
think his videos are well worth 
watching before you plan your 
next cruise.  Let’s all hope that 
comes sooner rather than later. 

____________________________ 
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