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This month, we are going to do a throwback edition of the newsletter—and we’re looking all the way back to . . . last month! The main point from

February’s newsletter was that the market was overbought, and we expected to see gains digested by a possible pullback (red, below) instead of gains
being digested by time (blue) as we have previously seen in the last 14 months. From February: ““The way this market has acted, we would expect
to see this price advance digested with a little more price than we’ve seen in the past 14 months.”” The selling pressure we saw was fairly aggressive
and more than what we were expecting in that short amount of time. Price levels reached November/December amounts on the selloff, but stocks
have recovered  quickly
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(maybe a little too quickly).
We see the next few months
as staying volatile. From a
technical perspective, the
recovery from the selloff
has been strong, which
could lead us back toward
all-time highs. That said,
the speed of the selloff
and recovery were so quick
that we expected there to
be more selling to push the
market back to February
lows. The blue box in the
chart is a good gauge of
how the market range could

be for a few months: up to
new highs and back down to February lows. To reiterate from last month, “As long-term investors we should be open to a possible pullback
(down 5-8 percent) in the market and have short-term trader/investors sell shares to us long-term buyers at a discount. [Currently] we see price
pullback as a buying opportunity.”

So is there new data out that could have been the trigger to the recent selling—and does it affect our views on the market? Yes and no. Our
long-term thesis is still intact as we remain secular bulls (multiple years, the last two secular bulls lasted 17 years) and our short-term view
(weeks/months) is noted above: we expect volatility to present ups and downs, leading the market to trade up to

ECONOMIC HIGH

(continued on next page)
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(contd.)  new all-time highs and lows down around the February lows. But the intermediate-term (6 to 12 months) did get some data that may

have triggered some selling and that will require further monitoring, The data? Inflation. For months we have been watching infla-
tion readings slowly move higher, which was/is a good thing if readings are around the 2.0% growth range. Consumer Price Index (CPI) and
Producer Price Index (PPI) both have been around 2.0% for a while, but the one data point missing from inflation has been wage growth. For
much of 2017, we have been waiting to see if wage growth would start to show up and February’s report saw average houtly earnings increase
2.9% year-over-yeat. There are many moving parts here, but we’ll hit the highlights. 1) The US. economy is driven by 70% consumer consump-
tion, so more money in consumers’ pockets should translate into a stronger economy. 2) Companies have to pay employees more, which hurts
profit margins and, in turn, could affect stocks. 3) If inflation gets going too fast, the Fed will have to raise rates faster than currently projected,
which could slow the economy down. Point three seems to be the logical culprit for the February selloff, as investors repriced securities off
the possibility of more future rate hikes. So does this change our intermediate-term outlook? Not yet, but we have been waiting for a sign that
we are moving into the next stage of the economic cycle. More data points are needed to confirm this, but if we get those data points then
our intermediate-term outlook will turn from bullish to cautiously bullish. We want to emphasize that our long-term view is still bullish and we
expect many, many great years for the economy and the market. Inside these large secular bull markets, of course, there will be downturns and
recessions; it’s the nature of the economic and stock market cycle. The key difference between downturns and recessions is that when we ate in
a secular bull market vs. a secular bear matket, recessions are shorter in nature and the market corrections ate less.

Overall, the long-term view of the economy is strong, with many indicators pointing to a bullish economy and strong stock market. An im-
proving economy and strong balance sheets for US. consumers and businesses should continue to drive the economy forward, which should
lead to an increase in investors’ risk appetite. Here in the U.S., we are seeing healthy rotations in the stock market between style, size, and sector.
This action speaks to the strength of the current bull market. International Equities look to be strengthened as the U.S. dollar continues to fall
and commodities are breaking out. Our research team is constantly evaluating our products and tactical position inside both our fixed income
portfolio and equity portfolio, looking at both larger trends and short-term opportunities. With daily monitoring to accounts on an individual
basis, we continue to rebalance accounts when they fall too far from their equity-to-fixed income ratio.
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This is not an offer to buy or sell any financial instruments and should not be relied upon as the sole factor
in an investment-making decision. Opinions expressed are not intended as specific investment advice or to predict future performance.
This information is not intended as investment or tax advice.

Registered Representative offering securities and advisory services through Cetera Advisor Networks LLC, member FINRA/SIPC.
Cetera is under separate ownership from any other named entity.

Opinions expressed are not intended as specific investment advice or to predict future performance.
Additional risks are associated with international investing, such as currency fluctuations, political and economic stability,
and differences in accounting standards, all of which are magnified in emerging markets.

Past performance is not indicative of future results. The stocks of small companies are more volatile than the stocks of larger,
more established companies.




