N WEALTH

M MANAGEMENT
I MACRO MUSINGS

August 24, 2018
Rush Zarrabian, CFA

Portfolio Manager
Corbett Road Investment Mgmt

CHARTING THE COURSE 2018

SUMMARY

= MACROCAST™ remains constructive. Risk assets rerfainrable.

= Every August, we “Chart the Course” by looking alykcharts focused on the most important
trends in the economy and markets. We find thatddwa in many of the following charts is
consistent with what we see in MACROCAST™. We hgpe enjoy these, and will publish our
next traditional Macro Musings at the end of Sefitern

= Every August, we “Chart the Course” by looking alykcharts focused on the most important
trends in the economy and markets. We find thatddwa in many of the following charts is
consistent with what we see in MACROCAST™. We hgpe enjoy these, and will publish our
next traditional Macro Musings at the end of Sefitern

CHARTING THE COURSE: THE ECONOMY

Retail Salesreach an all-time high. Retail sales typically flatten before a recessiegins. They just hit
a new all-time high last month.
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Solid jobs data. Initial claims for unemployment continue to tredown. Claims tend to rise ahead of
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recession.

FRED 247 — 4-Week Moving Average of Initial Claims
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Vehicle sales are flat. Auto sales are down off their peak, but they h&welled over.

FRED -4/ — Light Weight Vehicle Sales: Autos and Light Trucks
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A key ratio shows no signs of weakness. An effective predictor of past recessions isltB4#/CEl ratio.
The Conference Board LEI is composite index coimgjsbf several leading economic indicators—
economic data that rises or fabeforethe economy rises or falls. The CEIl is an indexahcident
indicators. This is data that tells you what ipjening in the economy righow (from Doug Short):

. dshort..
4 ADVISOR LEI/CEI Ratio August 2018
with Recessions Highlighted Data through July

Ratio Lead Times Before Recessions
Dec 1969 - Nov 1970: 2 months

Nov 1973 - Mar 1975: 10 months

Jan 1980- Jul 1980: 10 months

Jul 1981 - Nov 1982: 3 months

Jul 1990 - Mar 1991: 19 months

Mar 2001 - Nov 2001: 9 months

Dec 2007 - Jun 2009: 11 months
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The median lead time to recession is about 10 nsofiife ratio suggests that a recession is unlikely
until at leastnext summer.
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CHARTING THE COURSE: THE YIELD CURVE

Theyield curve has yet to invert. The yield curve turns negative or “inverts” wherogherm interest
rates rise above long term interest rates. Thisnoficcurs prior to a recession, but the lead tiarebe
years. The curve has flattened but has not invered

FRED /7 = 10-Year Treasury Constant Maturity Minus 3-Month Treasury Constant Maturity
5

Yield Curve usually inverts ahead
of recession. Currently trending

4 JM down but not inverted yet.
1
- N

w

Percent
N

W/

1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

-1

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

CHARTING THE COURSE: MARKETS

The bull market is now the longest ever. The bull market, as defined as a continuous pesfagtowth
without a price decline of 20% or more from a redeigh, is now 3,453 days old (data from the New
York Times):

The Longest Bull Markets
At 3,453 days, the Standard & Poor’s 500-stock index has r d a milestone: It is the longest bull market on record if you count a 19.9 percent decline
in 1990 as the start of its rival. Bear markets are often mar y declines of 20 percent or more

1,000 S.& P. 500-stock index

Scale is logarithmic to show
comparable percentage changes
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That said, milestones like that can often be misleading or meaningless. Sure, the market has not closed
20% down from a peak since 2008, but in late 20Hitapped 21% on antraday basis, only to recover
before the trading day ended. In addition, whike 8&P 500 closed down 15% in 2015-2016, many asset
classes and key stocks saw much greater declimggydhat period (data from Michael Batnick):

-35.0%
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— Netflix (-36.7%) —Biotech (XBI, -49.4%)
-45.0% Emerging Markets (EEM, -35.9%) —Russell 2000 (-26.5%)
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Recent market momentum suggests strong returnsfor therest of the year. In addition to rising every
month of the second quarter, the market was alsiy®in July. That's only occurred 11 times in
history, and each time the market was higher bgnanage of 10% the rest of the year (data from Ryan

Detrick of LPL):

1935 07/31/35 11.08 21.2%
1954 07/30/54 30.88 16.5%
1958 07/31/58 47.19 17.0%
1964 07/31/64 83.18 1.9%
1980 07/31/80 121.67 11.6%
1995 07/31/95 562.06 9.6%
1997 07/31/97 954.29 1.7%
2003 07/31/03 990.31 12.3%
2009 07/31/09 987.48 12.9%
2016 07/29/16 2,173.60 3.0%
2017 7/31/2017 2470.3 8.2%
2018 7/31/2018 2816.29 ?
Average 10.5%
Median 11.6%
% Higher 100.0%
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Selling after a geopolitical crisisbreaksout can hurt. We highlighted this same topic last year, buentc
concerns about Turkey prompted us to include téwg chart from Mark Hulbert, which shows how stocks
performed after previous debt crises. Historicatlg,been unwise to sell stocks as a result odehtgpes

of events.

Taking a crisis in stride

Comparing the stock market's return in wake of Greek sovereign debt
crisis with its return following four prior sovereign debt crises
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Years since crisis began Source: HulbertRatings.com

We hope you enjoyed this edition of Charting theiGe. Look for our next traditional Macro Musings a
the end of September.
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The chart(s)/graph(s) shown is(are) for informatbmpurposes only and should not be considered asggestion of any
investment recommendation, investment strateggs @n offer of advice to buy, sell, or exchangeiamgstment product or
investment vehicle. Past performance may not bieatide of future results. While the sources obiinfation, including any
forward-looking statements and estimates, includetis (these) chart(s)/graph(s) was deemed rédiagBorbett Road Wealth
ManagementSpire Wealth Management LLC, Spire Securities &h@ its affiliates do not guarantee its accuracy.

The views and opinions expressed in this articeetapnse of the authors and do not necessarilyaeflee opinions of Spire
Wealth Management LLC, Spire Securities LLC oaffitiates.

All information is based on sources deemed religtle no warranty or guarantee is made as to itsusacy or completeness.
MACROCAS™is a proprietary index used by Corbett Road WelMtnagement to help assist in the investment degisio
making process. Neither the information provided MCROCAS™ nor any opinion expressed herein constitutes a
solicitation for the purchase or sale of any seties, and should not be relied on as financial adviThe phrase “the market”
refers to the S&P 500 Total Return Index unlessmtise stated. The phrase “risk assets” refersdaites, REITs, high yield
bonds, and other high volatility securities. Pastfprmance is no guarantee of future results.

Spire Wealth Management, LLC is a Federally Registénvestment Advisory Firm. Securities offeredulgh an affiliated
company, Spire Securities, LLC, a Registered BfBlealer and member FINRA/SIPC



