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MARKET RETURNS AS OF JANUARY 31, 2017
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Source: Barclays Capital, Russell and MSCI . Returns are preliminary.

Despite declining the last two days of January, U.S. equities rose during the month as optimism for future growth continued into
the new year. International equity returns were flat in January, but the decline in the U.S. dollar during the month helped boost
returns for U.S. based investors. Emerging market equities performed well in the first month of the year as economic conditions
improved.

Economic DATA

e Real GDP grew by an annual rate of 1.9% in the fourth quarter, lower than the 3.5% rate reported in the third quarter. Slower
growth in the fourth quarter was partially due to a reversal in exports which had surged in the third quarter.

» Inflation rose 0.3% in December, with the overall index rising 2.1% over the past 12 months. Core inflation rate (CPI minus
food and energy) matched the overall index over the last year (2.1%)

e U.S. unemployment rate remained substantially unchanged at 4.7% in December. The U.S. economy added 156,000 jobs in
December. For the calendar year of 2016, the economy added 2.2 million jobs compared to 2.7 million jobs that were added in
2015.

e Consumer confidence declined in January after increasing sharply in December. According to a statement made by Lynn
Franco of The Conference Board, “Despite the retreat in confidence, consumers remain confident that the economy will
continue to expand in the coming months.”

e Global manufacturing growth remained in expansion territory in January. The strongest growth was experienced in the U.S.,
U.K., and Eurozone.



U.S. EQUITIES
*  Broad U.S. stocks continued their upward ascent in January.

*  Size - Large and mid-cap stocks outperformed small cap stocks. Small cap stocks declined slightly in January, after posting
robust returns in 2016.

*  Style - Following a long stretch of underperformance, growth stocks managed to outperform value stocks in January.

S&P 500 sectors posted mixed performance in January:

Materials 4.64% Energy -3.60%
Information Technology 4.41% Telecom Services -2.48%
Consumer Discretionary 4.24% Real Estate -0.06%

INTERNATIONAL EQUITIES

* International developed stocks were up slightly in local terms (up 0.1%), but the decline in the U.S. dollar helped lift returns to
2.9% for U.S. based investors.

*  Emerging market equities gained in both local and U.S. dollar terms (up 4.0% and 5.5%, respectively).

FiXeD INCOME

* Interest rates held steady during the month of January, after rising since the election. The U.S. 10-Year Treasury yield remained
unchanged at 2.5% in January.

* High yield bonds managed to post positive returns despite declines in the energy sector. The asset class posted equity-like
returns over the past 12 months, up 21%.

LOOKING AHEAD

* After close to a decade of easy central bank monetary policy, the U.S. finally appears to be on a path to interest rate
normalization. We expect this to act as a headwind for bond returns and lead to increased volatility in the equity markets.
However, we are comforted with the potential for the markets to be driven more by fundamentals and less by unsustainable
central bank policies.

* ltis also difficult to ignore the big elephant in the room, the new Trump administration. We encourage investors to focus on
their own personal financial objectives. By ensuring adequate cash reserves for near term needs and maintaining a balanced
approach, long term investors can continue on track to achieve their stated goals.
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