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How Important Are The Midterm Elections?

Every day the media thumps its chest over China, South Korea, or whatever crisis du jour. And
while some of those issues are very important, others are not. Please see the enclosures for
discussion on some of those hot button issues. For now, we would like to discuss a topic that isn’t
always at the top of every news cast — the midterm elections.

The upcoming midterm elections are unquestionably interesting. With a rash of long standing
politicians declining to run for re-election, an inordinate number of seats are up for grabs.
Certainly there has already been extensive coverage in the media. Most of the discussion comes
from partisans who talk about the election with viewpoints that support their side. We try to avoid
as much of this rhetoric as we can.

We have done our own homework and what we find most interesting is how this election compares
in a historical context. We have focused our efforts on the midterms held in the last 50 years. We
concede that there were many midterms before the 1960s, but it is fairly difficult to find details and
context of the 1914 midterms in the William Taft administration!

Since 1962, we have seen the party holding the presidency lose seats in one or both chambers of
Congress in 12 of the 14 elections held. Tt probably is not surprising to see that the party in power
tends to take a beating in midterm elections. However there tends to be a more complete story
deeper below the surface.

In order to compare today’s political environment we looked at the four midterm elections where
40 or more seats changed hands in the House of Representatives. We focus on the House because
by design it is the most sensitive to a current public opinion. All 435 seats are up for grabs every
two years. When 40 or more seats change, most call it a “wave” election. Let’s look at those four
midterm’s when major change was created:
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In 1966, Lyndon Johnson presidency lost 47 seats in the House. Remember, wave elections in the
midterm tend to show what direction the national majority is going. We think that voters in 1966
were sensing that the war in Vietnam wasn't a fight that America should be fighting and it showed

in the voting.

In 1974, the Gerald Ford presidency lost 48 seats in the House. This was the first national election
since President Nixon resigned. We think voters sent a message.

In 1994, the Bill Clinton Presidency lost 54 seats. Republicans gained control of the House for the
first time more than 40 years. Many historians have attributed this to an attempt to create national
health care in the private forum by the administration in power.

In 2010, the Obama Presidency lost 63 seats. Since this election occurred only eight years ago it is
surely fresh in your memory. We collectively lived this election, and we should interpret it as each
of us remembers it.

Now that we’ve gotten a historical perspective — what does it mean for us today? Functionally, the
Democrats need only 24 seats to change hands to get a simple majority. Both the media and
common sense say that if this were to happen this election cycle it would be a fairly momentous
occasion. Yet in context of historical swings, it would be rather paltry.

Additionally, there are senate seats that must be defended. While the senate is very important, the
vast majority of senate races are being held where Democrats currently hold the seat. This means
that control of the senate is unlikely to be at risk. While the current majority is slim, it would
require a true shift in voter opinion to see the Democrats control the senate. There’s nothing in the
current polls that leads followers to expect such an outcome.

With all of that said, what does that mean for the markets and investments? The answer is “it
depends”. Realistically, there is only so much that can change with a midterm election. A
Republican is still in the White House and that means that there’s not much policy the Democrats
could put through even if they won control of both the house and senate.

If the Republicans maintain control of both the house and senate, we can expect more of what
we've seen the past 18 months. The market has generally been responding well to the current
regime’s policies, even if the occasional late night tweet can cause temporary chaos.

On the other hand, if the Democrats take control of the house, we would expect to see much more
gridlock for the next two years. While gridlock may sound bad, from an economic perspective it
provides something very unique — certainty. If we know that no major economic changes are
coming from the legislature; that is very important.

Portfolios: Weiss Wealth Management Group uses different allocations for relationships we
manage by discretion.

We are still of the mind that investment products, rather than individual stocks, are more
advantageous for most clients. When we can find better performance relative to an ETF we will
utilize mutual funds. These portfolios were rebalanced in February 2018 and this rebalancing



increased exposure to international stocks as well as small cap stocks. These additions were
funded by reduction in multi-asset allocations. These portfolios will be up for rebalancing again in
August 2018. As we look to the future rebalance, we do not currently see a major allocation shift.
We will work to have portfolios rebalanced for their objectives while maintaining the preferred
tactical allocations.

Generally speaking, we believe now to be a time to be fully invested rather than sitting on the
sideline in cash. While headlines have caused some volatility in the markets, we believe that the
underlying economics are strong. We will let the enclosures touch on that a bit more.

We also want to go on record that we see value in the bond market now that interest rates have
been raised many times in the last 12 months. We are finding opportunities between 3.25%-3.75%
in maturities of 2-4 years. These same issuers yield were around 1% lower last year. This higher
yield is now well ahead of current inflation. We think the majority of the interest rate hikes have
now been discounted in markets. For our fixed income accounts, we’re using this as a buying
opportunity after years of relatively low yields.

Enclosure #1 — Our first enclosure discusses whether the tariffs put in place by President Trump
will slow, or stop, the growth cycle the markets have been experiencing. It is provided by
Nationwide and is very well done. The general take away is that the positives from such tariffs will
likely outweigh the negatives. We think it’s a good read for all clients.

Enclosure #2 — Our second enclosure is a discussion on the current job market. As many readers
may be aware, unemployment numbers have been very good in regards to the overall health of the
economy. Brian Wesbury from First Trust Advisors provides a look at how strong the numbers
really are.

Enclosure #3 — Our third enclosure is the Investment Strategy Quarterly piece from Raymond
James. This provides a quick understanding of relevant themes in the investment world.
Additionally it provides an economic snapshot as well as a tactical outlook. We like to include this
in the Weiss Report as a handy two-page reference.
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Capital market insights

Will Trump’s tariffs topple U.S. growth?

Global investors had plenty of reasons to worry over the last
month —including fresh doubts about the European Union’s
future following political turmoil in Italy and protectionist threats
from the White House aimed at many large U.S. trading partners.

But equity markets have persisted through this uncertainty.
Investors who continue to focus on strong fundamentals during
this time are likely to see rewards from the ongoing trend of
global economic growth.

___

The U.S. continues to lead
the world’s economies
through the global business
cycle.

Economic fundamentals
point to sustained growth
for the U.S.

The fiscal stimulus boost of
tax reform and government
spending should probably
outweigh the negative
impact from tariffs.

____



¢ Despite some signs of a potential soft patch in Europe, the outlook for global economic growth remains
positive with the U.S. driving the current expansion,

- The OECD estimates global economic growth (as measured by annual change in gross domestic
product) will reach 3.8% in 2018; the U.S. is expected to set the pace among other developed
economies with a 2.9% annual rate of growth. (See table below.)

The U.S. continues « Recent headlines about trade disputes and political transitions in Europe detract from the longer-term
to lead the WOI’|d’S story of strong economic fundamentals supporting global growth.

economies = While it’s unlikely that Europe will slip into recession in the coming months, America’s leading position in
through the global the global economy may mean the U.S. could continue the current trend of strong economic growth.

business cycle.
Chart 1: Global economic cycle, @2 2018
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= The index of leading economic indicators from the Conference Board shows an accelerating pace of
activity over the last 12 months (see chart below).

- This index has turned negative in advance of previous recessions, reflecting a slowdown in general
economic activity.
«  Strong recent numbers for employment and consumer confidence continue to power the U.S. growth

Economic engine through the current period of political uncertainty.
fundamentals - The employment reports continue to show a solid and tightening labor market with the unemployment
DOiﬂt to sustained rate hitting an 18-year low.

- Consumer confidence is at its highest level since the end of the global financial crisis, a reflection of the
robust employment climate.

- Inflation is just starting to rise from its previous lows, althcugh this is more typical in the early stages of
an expansion rather than later.

growth for the U.S.

Chart 3: Leading economic indicators (12-month change) June 1988~ April 2018
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The boost from
fiscal stimulus
should outweigh
the negative
impact from tariffs.

ﬂ Nationwide'

¢ President Trump’s escalation of trade disputes between the U.S. and its major trading partners (Canada,

Mexico, the European Union, China and Japan) produced negative headlines, but reactions to date have
not been unfavorable in the financial markets.

- Stock markets are at the highest levels since March, even as the White House reaffirmed its intention to
raise tariffs on a host of imported goods.

- U.S. tariffs on imports are, on average, lower than tariffs imposed by America’s other trading partners —
and in some cases, much less. (See chart below.)

*  Tariffs generally stifle economic growth, but even if the proposed tariffs are fully implemented, the

potential drag on the U.S. economy would be much less than the expected jolt from tax reform and higher
government spending.

* Investors focusing on possible negative impacts from tariffs should bear in mind that trade negotiations

are in flux and the outcome is still uncertain; however, the tax reform and government spending packages
are in place and already positively affecting the U.S. economy.

Chart 4: Average tariff rates by country
United States — 3.5%
Japan 4.0%
Canada 4.2%
European Union 5.1%
Mexico 7.1%
China 9.9%
Brazil 13.5%
Argentina 13.6%

South Korea 13.9%

Source: World Trade Organization, World Tariff Profiles 2017,
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Key takeaways

The global economic cycle is progressing as expected —the U.S. continues to lead the world through the current cycle of
expansion and strong economic fundamentals indicate this trend is likely to remain in place, despite some signs of instability.
Tariff and trade threats from President Trump may rattle investors who are worried about the viability of the ongoing expansion,
but it's necessary to keep perspective when news headlines start to influence investor sentiment. The momentum of the business
cycle may do more to keep economic growth going than vague threats of trade protectionism.

»  Maintain your objectivity when news headlines flare up and take a big-picture view of the opportunities in the current
economic cycle.

» Emphasize quality companies with strong fundamentals that are well-positioned to withstand periods of uncertainty.

For more help or information, contact your financial advisor.

Nationwide’

is on your side

This material is not a recommendation to buy, sell, hold or roll over any asset, adopt an investment strategy, retain a specific investment manager or use a particular account type. It does
not take into account the specific investment objectives, tax and financial condition or particular needs of any specific person. Investors should discuss their specific situation with their
financial professional.

Except where otherwise indicated, the views and opinions expressed are those of Nationwide as of the date noted, are subject to change at any time and may not come to pass.

Market index performance is provided by a third-party source that Nationwide deems to be reliable. Indexes are unmanaged and have been provided for comparison purposes only. No
fees or expenses have been reflected. Individuals cannot invest directly in an index.

S&P 500° Index: An unmanaged, market capitalization-weighted index of 500 stocks of leading large-cap U.S. companies in leading industries; gives a broad lock at the U.S. equities
market and those companies’ stock price performance.

Nationwide Funds are distributed by Nationwide Fund Distributors LLC (NFD), member FINRA, Columbus, Ohio.

Nationwide Investment Services Corporation, member FINRA.

Nationwide, the Nationwide N and Eagle and Nationwide is on your side are service marks of Nationwide Mutual Insurance Company. © 2018 Nationwide
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Monday Morning OUTLOOK

Brian S. Wesbury — Chief Economist

Job Market: From Strength to Strength Robert stein, CFA- Dep. Chier Economist

The US labor market is going from strength to strength.
Like with corporate earnings, June jobs data beat consensus
estimates - up 213,000 - pushing the average monthly gain for
the past year to 198,000 per month.

Meanwhile the unemployment rate jumped from 3.8% to
4.0%. Why? Because the civilian labor force grew by 601,000.
We hate blowing one month’s data point out of proportion, but
there is enough concurrent evidence out there to conclude that
this gain in the labor force is a bullish sign for the economy. It
signals that fewer people are counting on the government for
support.

There are two ways to shrink the welfare state. One way
is to directly cut welfare benefits. That’s a structural change
that encourages work no matter where the economy is in the
business cycle. The other method is indirect: adopt policies that
help the economy grow faster and let private sector opportunity
pull people out of the government’s welfare system and back
into the labor market. Right now, that second method is taking
hold.

The number of people getting Food Stamps (SNAP
benefits, which stands for the Supplemental Nutrition
Assistance Program) fell to 39.6 million in April, down 4.7%
from a year ago and the lowest level since about 2010. This
isn’t because it’s harder to get food stamps, it’s because the
rewards for work are rising.

In the second quarter of 2018, applications for Social
Security disability benefits (SSDI) were down 2.3% from the
same period a year ago. That’s on top of a 6% decline for full-
year 2017 from 2016. And last year also saw 1.3% fewer
workers collecting disability benefits than in 2016, the biggest
annual decline since 1983. This year, that number has
continued to decline. In other words, the job market is plenty
strong enough to pull workers back into the private sector.

U.S. Economic Data
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Consensus
$12.0 Bil

Strider Elass — Senior Economist

Although average hourly carnings are up a respectable,
but not stellar, 2.7% from a year ago, hundreds of companies
are paying “one-time” bonuses to their workers, either based on
tax reform or as a way for companies to attract workers without
raising their long-term costs, particularly in the trucking sector.
These bonuses are helping push down both the median duration
of unemployment, and already low unemployment rates across
education levels, sexes and races.

While unemployment rates by racial/ethnic categories are
volatile from month-to-month (and why we prefer to focus on
the trend), the black unemployment rate increased from a near
record low in June, but the Hispanic jobless rate fell to 4.6%,
the lowest for any month since the government started tracking
the data in the early 1970s. And for the past 12 months, the
average unemployment rate for both blacks and Hispanics fell
to the lowest levels ever recorded, dating back to the early
1970s.

None of this means the labor market is perfect. It never
is. Back in the late 1990s, the participation rate among prime-
age workers (age 25-54) reached a peak of 84.6%. Right now,
their participation rate is 82%. But this is a double-edged
sword...where some see imperfection, others see room for
further growth. Where some see a labor market that can’t get
any better, others see opportunity.

We fall in the second camp. Extremely low
unemployment rates and rising earnings mean that private
sector employment is becoming increasingly more attractive
than static government programs. And with more workers
moving into the private sector, it’s not hard to see better times
for workers ahead. The tax cut happened just over six months
ago. Deregulation is encouraging more business investment.
Corporate earnings continue to exceed expectations. The job
market looks set for even more strength.

Previous
$9.3 Bil
+0.5%
+0.3%
231K
+0.2%
+0.2%
+0.6%
+0.6%
98.2

First Trust Actual
$15.5 Bil

+0.2%

+0.3%

226K

+0.20 0

+0.2%

+0.2%

+0.2%

98.7

+0.2%
+0.2%
225K
+0.2%
+0.2%
+0.1%
+0.2%
98.2

Consensus forecasts come from Bloomberg, This report was prepared by First Trust Advisors L. P., and reflects the current opinion of the authors. It is based upon sources and
data believed to be accurate and reliable. Opinions and forward looking statements expressed are subject to change without notice. This information does not constitute a

solicitation or an offer 1o buy or sell any security.



INVESTMENT STRATEGY QUARTERLY QUICKVIEW

THEMES
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Squaring Off: A High-Stakes Global Game

The most powerful bilateral relationship in the world today is between the U.S. and
China. China's focus on economic development has achieved huge success and,
in more recent years, it has made efforts to broaden global influence as well as
diplomatic and political roles. Europe, has struggled over the last decade with far
lower average growth and financial market performance relative to the U.S. Many
emerging markets are viewing China as their natural economic partner while the
more hard-nosed U.S. trade and diplomatic policies of recent months are being
viewed as an attempt to either lengthen their global leadership epoch, or to stop an
inevitable decline. Globally, it is a time for a firm debate with calm heads.

Corporate Earnings: The Fuel that Powers the Stock Market
Typically, when a company's earnings rise above the market's expectations over
time, the price of its shares follows a similar path higher. And when this kind of
better-than-expected earnings growth occurs across the majority of publicly
traded companies, a bull market is often the result. A similar environment has been
in place since the end of the 2008 financial crisis, with notable improvements in
both the pace and quality of earnings growth occurring over the past two years.
Investing in the future and improving productivity will increase the chances of
continued economic expansion while helping the stock market combat rising input
costs and higher expectations of today's investors.

Mid-Year Economic Qutlook: The Fed’s Balancing Act

The year began with two key themes. The first was that the economy had
considerable momentum in late 2017, which likely would continue into early 2018.
The second was that the outlook would grow more clouded beyond the middle of
the year, reflecting the uncertainty around tax cuts, demographic constraints, and
tighter Federal Reserve (Fed) policy. We can now add the uncertainty around trade
policy to this list of themes as talks on tariffs and a retaliatory backlash threaten
to disrupt current trade agreements around the world. The key to our outlook is the
Fed's balancing act, as it attempts ‘a soft landing," where growth slows to a long-
term sustainable pace.

For more information, refer to the full /nvestment Strategy Quarterly.
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From Scott Brown, Ph.D., Chief
Economist, Equity Research

All expressions of opinion reflect the judgment of the Raymond James Investment Strategy Committee and are subject to change, Investing involves risk, and investors may incur
a profit or a loss. Past periormance is not an indication of future results. Investment products are: not deposits, not FDIC/NCUA insured, not insured by any government agency,
not bank guaranteed, subject to risk and may lose value. Raymond James® is a registered trademark of Raymond James Financial, Inc. © 2018 Raymond James & Associates, Inc.,
member New York Stock Exchange/SIPC ® 2018 Raymond James Financial Services, Inc., member FINRA[SIPC.

The tactical asset allocation outlook above reflects the Raymond James
Investment Strategy Committee's recommendations for current posi-
tioning. Your financial advisor can help you interpret each recommenda-
tion within this material relative to your individual asset allocation policy,

risk tolerance and investment objectives,

RAYMOND JAMES®




INVESTMENT STRATEGY QUARTERLY QUICKVIEW JULY 2018

CAPITAL MARKETS SNAPSHOT SECTOR SNAPSHOT

SECTOR S&P WEIGHT
EQUITY AS OF 6/29/2018* 2Q 2018 RETURN?** 12-MONTH RETURN
0,
Dow Jones Industrial Average 24,271.41 1.26% 16.31% INFOIMATIEHTECERRLOBY S
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o
) - = o
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>
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DISCLOSURE:

Data is provided by the Investment Strategy Group. This material is for informational purposes only and should not be used or construed as a recommendation regarding any security.

ADDITIONAL RISKS: International investing involves special risks, including currency fluctuations, different financial accounting standards, and possible political and economic volatility, These risks are greater in emerging markets. Commodities trading is generally
considered speculative because of the significant potential for investment loss, The companies engaged in the technology industry are subject to fierce competition and their products and services may be subject to rapid obsolescence. There is no assurance that any
of the forecasts mentioned will occur. Asset allocation and diversification do not guarantee a profit nor protect against loss. Dividends are not guaranteed and will fluctuate. The value of REITs and their ability to distribute income may be adversely affected by several
factors beyond the control of the issuers of the REITs. There is no assurance that any investment strategy will be successful or that any securities transaction, holdings, sectors or allocations discussed will be profitable. It should not be assumed that any investment
recommendation or decisions made in the future will be profitable or will equal any investment performance discussed herein.

Past performance is not Indicative of future results, The performance mentioned does not include fees and charges which would reduce an investor's returns, Fixed income securities are subject to interest rate risk, Generally, when interest rates rise, bond prices
fall, and vice versa. Specific sector investing can be subject to different and greater risks than more diversified investments. Investing in small-cap and mid-cap stocks generally involves greater risks, and, therefore, might not be appropriate for every investor,
High-yield (below investment-grade) bonds are not suitable for all Investors, When appropriale, these bonds should only comprise a modest portion of your portfolio. Specific sector investing such as real estate can be subject to different and greater risks than more
diversified investments. Declines in the value of real estate, economic conditions, property taxes, tax laws and interest rates all present potential risks to real estale investments,

ALTERNATIVE INVESTMENTS involve specific risks that may be greater than those associated with traditional investments and may be offered only to clients who meet specific suitability requirements, There is no guarantee that any of the alternative strategies
listed will be successful or that they will prevent loss.

INDEX DESCRIPTIONS: Please note that all indices are unmanaged and investors cannot invest directly in an index. An investor who purchases an investment product which attempts to mimic the performance of an index will incur expenses that would reduce
returns, Standard & Poor's 500 (S&P 500): Measures changes in stock market conditions based on the average performance of 500 widely held common stocks. Represents approximately 68% of the investable U.S. equity market, The Dow Jones Industrial Average
is an unmanaged index of 30 widely held securities. The NASDAQ Composite Index is an unmanaged index of all stocks traded on the NASDAQ over-the-counter market. The MSCI EAFE (Europe, Australia, Far East) index is an unmanaged index that is generally

considered representative of the international stock market. The returns noted do not include fees and charges which will affect an investor's return.
RAYMOND JAM:ES®
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