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The Republican’s decisive win has ignited “animal spirits”, despite already lofty market 

expectations. The added value of perceived certainty on tax cuts and deregulation is 

understandable, but stock investors have quickly priced in potential policy action. We 

believe bond investors, for their part, have driven rates higher due to concerns over 

potentially inflationary trade and immigration measures and fiscal policies that could 

widen budget deficits further. Add to the mix that expectations for Fed easing have 

moderated.  

Starting points matter for potential forward returns. While we feel markets may be 

discounting policy certainty based on a monolithic view, our experience suggests that 

the current Trump policy agenda entails risks and contradictions that put a premium on 

sequencing and execution, even with strong congressional backing. The bottom line is 

- the market is applying high multiples to potentially peak short-term profits, and 

sentiment and positioning is quite bullish.  

I think caution is warranted in the short-term and longer-term investors should focus on 

rebalancing to strategic asset allocation targets and pursue maximum diversification 

among asset classes. As always, maintain sufficient liquidity! 

Best, 

Ben 
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The views expressed herein are those of the author and do not necessarily reflect the views of Morgan Stanley 
Wealth Management or its affiliates. All opinions are subject to change without notice. Neither the information 
provided, nor any opinion expressed constitutes a solicitation for the purchase or sale of any security. Past 
performance is no guarantee of future results.  
 

Morgan Stanley Smith Barney LLC offers a wide array of brokerage and advisory services to its clients, each of 
which may create a different type of relationship with different obligations to you. Please visit us at 
http://www.morganstanleyindividual.com or consult with your Financial Advisor to understand these differences. 
 

This material does not provide individually tailored investment advice. It has been prepared without regard to the 
individual financial circumstances and objectives of persons who receive it. The strategies and/or investments 
discussed in this material may not be appropriate for all investors. Morgan Stanley Wealth Management 
recommends that investors independently evaluate particular investments and strategies and encourages 
investors to seek the advice of a Financial Advisor. The appropriateness of a particular investment or strategy will 
depend on an investor’s individual circumstances and objectives. 
 

Morgan Stanley Smith Barney LLC (“Morgan Stanley”), its affiliates and Morgan Stanley Private Wealth Advisors 
do not provide tax or legal advice. Clients should consult their tax advisor for matters involving taxation and tax 
planning and their attorney for matters involving trust and estate planning and other legal matters. 
 
Diversification/Asset Allocation does not guarantee a profit or protect against loss in a declining financial market. 
 

Rebalancing does not protect against a loss in declining financial markets. There may be a potential tax 
implication with a rebalancing strategy.  Investors should consult with their tax advisor before implementing such a 
strategy. 
 

Equity securities may fluctuate in response to news on companies, industries, market conditions and the general 
economic environment. Companies cannot assure or guarantee a certain rate of return or dividend yield; they can 
increase, decrease or totally eliminate their dividends without notice. 
 

The Standard & Poor’s (S&P) 500 Index tracks the performance of 500 widely held, large capitalization US stocks. 
An investment cannot be made directly in a market index. 
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