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Macro Overview

A change in sentiment was prevalent throughout the markets as new rules and regulatory
reversals began to take effect. Volatility rose as markets tried to discern President Trump's
policies.

Equity markets propelled to new highs in January as optimism fueled U.S. equities, sending
the Dow Jones Industrial Average to a new milestone level of 20,000. The S&P 500 Index and
the Nasdag Composite Index also reached new highs during the month.

Executive orders undertaken by the President were able to derail several rules signed into
law by the Obama administration, yet fiscal policy initiatives proposed by President Trump
such as tax cuts and tax reform need Congressional approval. The Congressional Review Act
(CRA) will allow the Republican led Congress to reverse a number of regulations enacted by
the prior administration.

Among President Trump's first actions as president was to withdraw the U.S. from the Trans-
Pacific Partnership, strengthen border parameters with Mexico and temporarily disallow
certain immigrants from entering the U.S. Two highly contested oil pipeline projects were
granted the ability to advance, the Keystone Pipeline and the Dakota Access pipeline.

Pharmaceutical companies became a Presidential target, as President Trump approached
drug makers to lower their prices and manufacture their products in the U.S. The President’s
agenda of repealing portions of the Affordable Care Act may also affect premium and
medical costs.

Fiscal concepts presented by the President may encourage companies with ample cash to
invest in capital rather than buying back their own stock or issuing heftier dividend payouts.
A lagging key component of GDP has been capital spending.

The National Federation of Independent Business released their survey of small business
optimism, which soared 7.5% to its fifth highest level in over 40 years of survey results.
(Sources: Fed, NFIB, Dow Jones, S&P)

Increase In Bond Yields Stall - Fixed Income Update

Demand for bonds increased towards the end of January following a pull back in equities.
The rise in bond demand brought bond yields lower from their elevated levels earlier in the
month. An inverse relationship exists with bonds, as bond prices rise, bond yields fall.

Analysts believe that the anticipation of increased infrastructure spending and government
borrowing might lead to a significant boost in Treasury borrowing, which could push up
borrowing costs for the government in the form of higher interest rates.

Remarks by Fed Chairperson Janet Yellen signaled that the Fed intends to increase rates
throughout 2017, contingent on economic and employment growth. Janet Yellen's term as
Fed chief ends in June 2018, allowing the President to appoint a new Fed boss then. (Sources:
Federal Reserve, Bloomberg)
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IT TOOK THE DOW JONES 120 YEARS TO REACH 20,000

Dow Jones Reaches 20,000 - Domestic Equity Update

The Dow Jones Industrial Average hit the milestone 20,000 mark in January. The 120-year old index took
103 years to reach 10,000 in March 1999, then another 18 years to reach 20,000 in January 2017. The move
from 19,000 to 20,000 took just 42 trading days, the second quickest 1,000 point gain in history for the
index. The single fastest 1,000 gain occurred during the dot com boom in 1999 when the index jumped
from 10,000 to 11,000 in only 24 days. Two other notable equity indices also reached new highs in January,
the S&P 500 and the Nasdag.
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earnings fueled a retraction of major indices. Earnings were mixed in January as earnings were reported for
various companies across different sectors.

A common complaint about stock market growth has been the fact that most companies found it easier to
simply issue debt at low interest rates and buy back their own stock, rather than investing in capital with
the constant tide of regulatory resistance discouraging expenditures. (Sources: Dow Jones, S&P)

Homes Become Less Affordable As Rates Move Up - Housing Market

The recent rise in rates has led to a drop in the Housing Affordability Index as tracked by the Federal
Reserve. Both existing and new home sales slowed towards the end of 2016 as a rise in rates pushed
mortgage rates higher. Rising interest rates tend to increase the cost factor when purchasing a home with
a mortgage loan.

Housing Affordability Index / U.S. 10 Year Treasury Yield

(Source: Treasury Dept., FED)
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The two most feasible methods of raising the Affordability Index is by either having an increase in wages or
by having a drop in housing prices. Historically, home prices tend to fall much faster than wages rise, since
pay raises take time.

The Housing Affordability Index is negatively correlated to the 10-year Treasury Bond yield, meaning that
as vields rise, the Affordability Index declines. (Source: St Louis Federal Reserve Bank)
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FEDERAL DEBT AS A PERCENTAGE OF GDP NOW STANDS AT 104.8%

Change At The Helm - Market Fact

When President Obama assumed the presidency on January 20, 2009, the financial markets were in the
midst of turmoil and tremendous uncertainty. Economic growth and prosperity had reversed from earlier
years of expansion during the 2000's.

Unemployment stood at 7.8% in 2009, and fell to 4.7% by the time President Trump took office. Yet
average annual household income remained stagnant for eight years, increasing a dismal $1,140 per year
from $55,376 to $56,516, resulting in a drop of wage growth from 3.6% per year to 2.9% per year.

CHANGE AT THE HELM

(Sources: Labor Dept., BLS, FED)

When Obama Took Office When Trump Took Office

2009 2017

7.80% 4.70%
-3.50% 1.70%
$55,376 $56,516
3.60% 2.90%
13.20% 13.50%
0.466 0.479
77.4% of GDP 104.8% of GDP

Labor Force . )

The economic environment that President Trump assumed requires assistance from the administration to
garner any fundamental improvement. GDP stood at 1.7% when Trump took office on January 20, 2017,
lagging due to minimal capital investing by companies.

The one item that may continue to offer headwinds is the amount of debt as a percentage of GDP. The
increase in Federal debt from 77.4% of GDP to 104.8% of GDP can be alleviated with an increase in GDP,
since Federal debt is expected to rise under Trump's fiscal policies. (Sources: BLS, Labor Dept, Federal
Reserve)

International Markets React - International Update

Markets throughout the world reacted to the various orders and actions executed by President Trump with
caution, meaning that foreign companies and governments need time to see how such proposals would
unfold.

The dollar's strength continues to weigh on emerging markets that essentially compete with the dollar in
attracting capital. The euro staged a minor comeback at the end of January as Brexit became more of a
challenge when the highest court in the U.K. ruled that Prime Minister Theresa May must seek a
parliamentary vote in order to continue on with exiting the EU. Britain's expected exit from the EU has
devalued the British pound since the passage of the vote to exit the EU.

Asian markets were in a quandary as the U.S. withdrew from the Trans-Pacific Partnership (TPP), a free
trade agreement among 12 countries (including the U.S.) signed in 2016. Comprised mostly of Asian
countries, the TPP excludes China and consists of countries bordering the Pacific Ocean. (Sources: EuroStat)
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Largest Trade Deficits With U.S. By Country - International Trade

The United States has provided a tremendous consumer market for countries all over the world, with an
abundance of products imported from a variety of areas.

Top 10 Trading Deficit Countries (as of Nov 2016) H
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$Billions of Dollars currencies has made foreign products relatively cheap for
American consumers, including automobiles, computers,
and televisions. (Source: CIA Factbook)

How Many Immigrants Actually Get Caught At The Border - Demographics

The struggle to maintain and enforce the protection of U.S. borders from illegal immigration has been an
ongoing task for years. As the U.S. continues to be a safe haven for people fleeing countries with corruption
and chaos, U.S. borders from Canada to Mexico and from the West Coast to the East Coast are bombarded

consistently.

lllegal Immigrant Apprehensions From Mexico (2000-2016)
(Source: U.S. Border Patrol)
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CHINA HAS THE LARGEST TRADE DEFICIT WITH THE U.S. AT -$319 BILLION

Numerous smaller port of entries exist along the U.S. parameter, ranging from Spokane, Washington, to
Buffalo, New York, yet nearly half of all immigrant apprehensions are along the Mexican border.

Some argue that the onset of NAFTA in the early 1990's along with numerous jobs created south of the
border, have actually stemmed the flight of immigrants crossing the border with Mexico. Others argue that
it's not that there are fewer arrests, it's that there are more illegal immigrants actually crossing and making
it to the U.S. (Source): U.S. Border Patrol)

Market Returns: All data is indicative of total return which includes capital gain/loss and reinvested dividends for noted period. Index data sources; MSCI, DJ-UBSCI, WTI, IDC, S&P.
The information provided is believed to be reliable, but its accuracy or completeness is not warranted. This material is not intended as an offer or solicitation for the purchase or
sale of any stock, bond, mutual fund, or any other financial instrument. The views and strategies discussed herein may not be appropriate and/or suitable for all investors. This
material is meant solely for informational purposes, and is not intended to suffice as any type of accounting, legal, tax, or estate planning advice. Any and all forecasts mentioned
are for illustrative purposes only and should not be interpreted as investment recommendations.



