Domestic stocks rally toward the end of the quarter

The United Kingdom'’s (U.K.) vote to leave the European Union (E.U.) surprised global
financial markets to the downside. While European tensions and the historic “Brexit”
vote got markets’ attention during the last weeks of June, two of the three major
domestic equity indices still managed to end the quarter on a positive note — for the third
time in a row — although the Nasdaq basically ended flat for the three-month period.
While uncertainty remains, U.S. stocks advanced in the final days of the month, bringing
the S&P 500 back into positive territory for the year, as collective tension eased within a
few days of the referendum vote.

6/30/16 Close | 3/31/16 Close Change Gain/Loss
DJIA 17,929.99 17,685.09 +244.90 +1.39%
NASDAQ 4,842.67 4,869.85 -27.18 -0.56%
S&P 500 2,098.86 2,059.74 +39.12 +1.90%
MSCI EAFE 1,593.67 1,652.04 -58.37 -3.53%

Performance reflects price returns as of 4:15 p.m. EDT on June 30, 2016.

Below are some thoughts on factors that could affect the markets in the weeks and
months to come.

Global: More questions than answers

e The pound fell sharply on the Brexit vote, while long-term interest rates fell due to
the flight to safety.

e The uncertainty of the Brexit process will damage the U.K. economy and result in
somewhat slower global growth.

e The U.K. will elect a new prime minister, but the new leadership is expected to
work to limit the damage of Brexit to the economy.

Markets: Signs of short-term volatility

e Financial market participants had priced in a victory for the “remain” campaign
and were caught off guard by the result. While there is still a lot of uncertainty,
market volatility should die down.

e Brexit may be added to a list of concerns regarding the global economy.

¢ U.S. investors should pay attention to economic data over the next few months.




Economy: In good shape

e The direct impact of Brexit on the U.S. economy may be small. The U.K.
accounts for a very small portion of U.S. exports and imports, explained
Raymond James Chief Economist Scott Brown.

e The U.S. economy still appears to be in good shape, led by a rebound in
consumer spending growth in the second quarter.

e The housing sector continues to improve.

e Business fixed investment remains relatively soft.

e The dollar has strengthened (a restraint for U.S. exporters) but remains below its
former high.

Federal Reserve: Less likely to raise rates

e Fed policy remains very accommodative. The central bank will provide additional
liquidity if needed.

e The Fed is less likely to raise short-term interest rates in the near term. Future
policy moves will be data-dependent.

Bottom line: Take it a day at a time

e Short-term influences rarely change the secular trend of the market, and it's
important to take some time to see how everything settles, advises Raymond
James Chief Investment Strategist Jeff Saut.

e Take a moment to assess and determine if you can potentially take advantage of
the volatility to add to positions in your portfolio or build new ones.

e We urge investors to be patient and opportunistic. Perhaps compile a “shopping
list” of potential stocks and determine a fair price based on valuation and
fundamentals.

e |It’s still very important to know what you own, pay attention to fundamentals and
allocate assets appropriately.

e The June jobs report (July 8) will help to set near-term expectations for the
economy. Earnings season begins soon, and the consensus expects earnings
growth to resume in the third and fourth quarters, and into next year.

We will continue to watch for macro and micro influences on the market and share the
most relevant information with you.

In the meantime, please feel free to call me if you have any questions. | look forward to
speaking with you.
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