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SUMMARY

= The market remains volatile, but MA C R O C A S dofinuesto indicate a low
probability of a recessionarybear market.

* Leadingindicators reachedanother cyclehigh last month. In the past, the LEI
peakedat least10 months before the onsetof a recession Other areasof strength
arein job growth and retail sales.

* Thereare cracks on the surfacethough, with the biggestworries in housing, trade
and the Federal Reserve.

= Putting it all together, we are not expectinga recessionin 2019.If we avoid
recessionjt would likely be a positive developmentfor the market. The S&P 500has
finished higher 87% of the time whenthe economyis growing.
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LEADING INDICATORS HIT ANOTHER HIGH

TheConferenceBoard keadingEconomiclndex(LEI) gairedlastmonth,settinganothercycle
high. The LEI is oneof the mostreliableindicatorsavailable Since1980,the LEI haspeakedat
least10 monthsbeforethe onsetof arecessior{from dshort.com):
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Digging deeperiwo key indicatorswe follow closelyarenot yet signalinganyconcern.Thefirst
is realretail saleswhich hit anotherall-time high lastmonth.Historically, retail salespeakor
flattenwell beforea downturn:

FRED /7 — Advance Real Retail and Food Services Sales

210,000

200,000

190,000 /
180,000

170,000

160,000

150,000

Millions of Dollars

140,000
130,000
120,000

110,000
1995 2000 2005 2010 2015

Shaded areas indicate U.S. recessions Source: Federal Reserve Bank of St. Louis myf.red/g/mhT0

Thesecondndicatoris initial claimsin unemploymentlf thereis deteriorationn thejob
market,it oftenshowsup herefirst, andinitial claimsoftenhit alow beforearecessiorstart

FRED w — 4-Week Moving Average of Initial Claims
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THE MOSAIC OF WORRY: HOUSING, TRADE, AND THE FED

TheUS economyis strong,but not everythingis rosy. Therearethreeareasof concerngoing
into 2019,whichwe havedubbed* T HMesaicof Wo r r Thébiggestrisk arein housingthe
tradedisputewith China,andthe Fed.

First newhomesaleswhich declinedfor the seventhconsecutivenonthin October,neara
threeyearlow (datafrom Calculatedrisk):
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Theslowdownhasbeenattributedto highermortgageatesandlasty e atax'cu bill, which
capsmortgageandpropertytax deductionsHousingis an importantleadingindicator,turning
downaheadf arecessioratleasta yearin advance.

But declininghomesalescanpeakyearsbeforethe businessycle Homesalespeakedn 2005,
theeconomydid not enterrecessiorior two moreyears Furthermorehousingis nowherenear
aslargea partof theeconomyasit wasduringthe bubble soadownturnhaslessnegative
impacton GDPthenin the past.
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Thenextissueis trade.The US agreedo suspendurthertariffs for 90 dayswhile
representativey to work outthedifferencesetweerthe countriesIf no agreemenis made,
thentariffs up to 25%on anadditional$250billion in goodswill comeinto play (datafrom
BBC):

US and China’s tariffs against each other
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Theimpactonthe US economyin this cases unclear.The US consumemould likely beara
burden but sowould corporatiors, who arethe oneswho actuallypaythetariff. For China it is
likely to hurttheir exportswhich will affectothereconomiesn theregion suchasMalaysia,
SingaporeJapanandSouthKorea.However,if the Chinesecurrency the Renminbi,weakens
enoughjt couldincreasesalesto othercountries.Therearetoo manymovingpartsto be
confidentin oneoutcomeovertheother.

Onethingis clear. thelongerthis festersthelongeranuncertaintyhangsoverthe market,and
thatis nota positivedevelopment.
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Thelastandarguablylargestworry is how quickly the Fedraisesrates Anotherratehikein
Decembeis almostcertain,butthe numberof ratehikesnextyearareup in theair. At the
beginningof October,FedChairmenJayPowellsaidinterestrateswere* #&ongway’ from the
neutralrate with neutralbeingdefinedastheinterestratethatneitherhelpsor hurtsthe
economyLlastweek,Powellsuggestedateswere”justb e | oewuttal which sparkeda market
rally.

We arenot suretheslightchangen languagd “ Fsepde awvkrfantedsuchenthusiasnirom

markets Fedgovernorshaverepeatedlysuggestetheyare d adteg e n deaningheywill
raiseor lower ratesin responseo the perceivedstrengthor weaknessn theeconomyP o we | | * s
commentglid notchargethatbelief.

Neitherhis original commenitn October nor the updatelastweek hadmuchof animpactonthe
yield curve,which depictsthe differencebetweershorttermratesandlong-termrates.The past
severakimestheyield curveinverted whenthe 2-yearrateroseabovethe 10-yearrate the
economywentinto recession.
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Two to threeratehikesnextyearshouldbe enoughto invertthe curve But whenit occurs,it
doesnot spellautomaticdoomfor the expansionin previousinstancesthe economycontinued
to grow anaverageof 19 monthsafterthe curveinverted

Still, we seetheabovethreerisksasbeingthe clearesthreatsto theeconomyEachof them

coulddampergrowthindividually, anda combinationof all threecoulddragthe economydown
evenmore.
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THE BASE CASE IS NO RECESSION IN 2019

Despitetheseconcernsye believethe combinationof continued strongjob growth,consumer
spendingandlower oil priceswill provideenoughof afooting for the expansiorto continueand
becomeahelongestonrecord:
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Whatdoesthis meanfor the marketnextyear?While it doesnottell you how the marketwill
perform,aneconomythatis growingincreaseshe chancethatthe marketwill bepositive.

Stockshavegenerategbositivereturnsin 87% of yearswhenthe economyhasgrown (datafrom

GoldmanSachs):
Exhibit 19: Odds of Various S&P 500 One-Year

Total Returns During US Economic Expansions
The likelihood of positive US equity returns is high when the
economy is growing.
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Source: Investment Strategy Group, Bloomberg.
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HAPPY HOLIDAYS

This is the final Macro Musings of the year. We will publish our 2018 Year in Reviemnktée
month.

All of us at Corbett Road would like to wish you a happy and joyous holiday seasan and
successful New Year. Thank you for your continued trust and business.

Thechart(s)/graph(sshownis(are)for informationalpurposesonly and shouldnot be consideredasa suggestion
of anyinvestmentecommendatiorinvestmenstrategy,or asan offer of adviceto buy, sell, or exchangeany
investmenproductor investmenvehicle.Pastperformancenaynot beindicativeof future results.While the
sourcesof information,including anyforward-looking statementand estimatesincludedin this (these)
chart(s)/graph(svasdeemedeliable, CorbettRoadWealthManagementSpireWealthManagemenLLC, Spire
Securitied LC andits affiliatesdo notguarantedts accuracy.

Theviewsandopinionsexpressedh this article are thoseof the authorsand do not necessarilyeflectthe opinions
of SpireWealthManagementLC, SpireSecuritied_LC or its affiliates.

All informationis basedon sources deemedeliable, but no warranty or guaranteds madeasto its accuracyor
completenes?MACROCAST™is a proprietaryindexusedby CorbettRoadWealthManagemento helpassistin
theinvestmentlecisioamakingprocessNeithertheinformationprovidedby MACROCAST™ nor anyopinion
expressedhereinconstitutes solicitationfor the purchaseor saleof any securitiesand shouldnot berelied on as
financial advice.Thephrasefi t ma r kreférsdo the S&P 500 Total Returnindexunlessotherwisestaied. The
phrasefirisk assets refersto equities,REITs,high yield bonds,and otherhigh volatility securities Past
performances no guaranteeof futureresults.

SpireWealthManagementl LC is a Federally RegisterednvestmenidvisoryFirm. Securitiesofferedthroughan
affiliated companySpireSecurities|. LC, a RegisteredBroker/Dealerand membelFINRA/SIPC

Please see important disclosures at the end of this article Page |8



