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We’ve officially closed out the third quarter of 2017 and entered the final three
months of the year. In the past few weeks, there’s been no shortage of news
ranging from geopolitical tensions to natural disasters.

We remain optimistic about the economy and opportunities in the fourth quarter
of 2017. Here are a few things we’re keeping an eye on:
1. Market movement: Some have called this the “most hated” bull market in
history. Much of this talk has come from investors who have held on to cash for
several years in anxious anticipation of the next bear market, which has not yet
come to fruition.

We would note that one reason this cycle has been so long-lasting is because we have not seen an
overextension on spending and investing from consumers or businesses. During many previous
recoveries, businesses and households became overextended and those excesses spurred a
correction. Today, we are instead reminded how much cash businesses have on hand and how
consumers’ debt payments are as low a percentage of their disposable income as they have been in
decades (see chart below).

Source: “Guide to the Markets: Consumer Finances” J.P. Morgan Asset Management

Another thing we’ve noticed is that following two 50 percent corrections – The Dotcom Crash and the
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2008 Financial Crisis – investors and commentators seem to be conditioned to expect 50 percent
drops every seven or eight years. However, declines of this magnitude are rare. There have been only
five of these over the last 100 years, with two occurring during The Great Depression and the other
two mentioned above since 2000.

While it’s certainly possible for us to have another 50 percent correction in the near future, it is much
more likely that when the market does correct next it will be of the common variety in the 10 to 20
percent range.

2. Global growth: Recent data shows strengthening international economic numbers. As illustrated in
the chart below, all 45 countries tracked by the Organization for Economic Cooperation and
Development (OECD) are in a rare period of expansion. The world’s largest economies are growing
synchronously for the first time since 2007.

Source: The Wall Street Journal

This growth should help support markets. Over the last several years, global growth has been
disjointed, where one country’s economy accelerates and another falls into a recession. Now, every
major economy is accelerating, with especially optimistic numbers coming from Europe and emerging
markets like China. This trend, along with the recent rally in commodities, seems to confirm that the
global economy and trade are strengthening. We expect a diversified portfolio with domestic and
international exposure will be positioned well to take advantage of this growth.
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3. Interest rates: At the latest Federal Open Market Committee (FOMC) meeting on September 20, the
Federal Reserve announced it will leave interest rates unchanged for now and begin to unwind its
$4.5 trillion balance sheet in October.

We’ll be closely watching to see if U.S. growth is strong enough to merit one more rate increase from
the central bank before the end of the year. Nonetheless, we don’t think rising interest rates from
these lows will be a near-term issue for the equity market. We believe the market’s current earnings
yield of about 4.9 percent (Morningstar) will look relatively attractive until bonds’ 2.5 percent yields
move higher, closer to 4 percent, which may take some time.

We’ll be closely monitoring these three key areas – market movement, global growth and rising interest
rates – in the final quarter of 2017 and will report back on what we are seeing.
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US-North Korea tensions weigh on Asia markets as Trump doubles down on rhetoric; Kospi falls 1.7%:
https://www.cnbc.com/2017/08/10/asia-markets-focus-on-us-north-korea-tensions-safe-haven-assets.html
How Wall Street tallies Harvey's and Irma's impact: https://www.cbsnews.com/news/hurricane-harvey-irmaimpact-on-economy-stocks-wall-street/
Why this is the most hated bull market in history: http://www.iii.co.uk/articles/438236/why-most-hated-bullmarket-history
Cash may be king for investors scared about sky-high stock prices and future market corrections:
https://www.cnbc.com/2017/08/03/invest-in-cash-if-scared-by-stock-prices-and-market-corrections.html
Businesses aren't spending. Can tax reform change that? http://www.latimes.com/business/la-fi-taxes-businessspending-20170501-htmlstory.html
Market crashes: The Dotcom Crash: http://www.investopedia.com/features/crashes/crashes8.asp
The 2007-08 financial crisis in review: http://www.investopedia.com/articles/economics/09/financial-crisisreview.asp
11 historic bear markets: http://www.nbcnews.com/id/37740147/ns/business-stocks_and_economy/t/historicbear-markets/#.WcVswjOZPVp
Great Depression: http://www.investopedia.com/terms/g/great_depression.asp
Organization for Economic Cooperation and Development (OECD): http://www.oecd.org/about/
Economic snapshot for the Euro area: https://www.focus-economics.com/regions/euro-area
China's economic outlook 'very positive' ahead of CPC congress: economist:
http://www.chinadaily.com.cn/bizchina/2017-09/22/content_32326377.htm
Can this commodities rally be sustained? http://www.gulf-times.com/story/564169/Can-this-commodities-rally-besustained
Federal Open Market Committee: https://www.federalreserve.gov/monetarypolicy/fomccalendars.htm
Fed approves October reversal of historic stimulus, leaves rates unchanged:
https://www.cnbc.com/2017/09/20/fed-approves-october-reversal-of-historic-stimulus-leaves-ratesunchanged.html
Worst bond-market rut in 52 years shows few signs of breakout: https://www.bloomberg.com/news/articles/201709-27/worst-bond-market-rut-in-52-years-shows-few-signs-of-break-out

This article contains general information that is not suitable for everyone. The information contained herein should not be construed
as personalized investment advice. Past performance is no guarantee of future results. There is no guarantee that the views and
opinions expressed in this newsletter will come to pass. Investing in the stock market involves gains and losses and may not be
suitable for all investors. Information presented herein is subject to change without notice and should not be considered as a
solicitation to buy or sell any security.
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Exencial Wealth Advisors, LLC (“EWA”) is an SEC registered investment adviser with its principal place of business in the State of
Oklahoma. EWA and its representatives are in compliance with the current registration and notice filing requirements imposed upon
registered investment advisers by those states in which EWA maintains clients. EWA may only transact business in those states in
which it is registered, notice filed, or qualifies for an exemption or exclusion from registration or notice filing requirements. This
brochure is limited to the dissemination of general information pertaining to its investment advisory services. Any subsequent, direct
communication by EWA with a prospective client shall be conducted by a representative that is either registered or qualifies for an
exemption or exclusion from registration in the state where the prospective client resides. For information pertaining to the
registration status of EWA, please contact EWA or refer to the Investment Adviser Public Disclosure web site
(www.adviserinfo.sec.gov).
For additional information about EWA, including fees and services, send for our disclosure statement as set forth on Form ADV from
EWA using the contact information herein. Please read the disclosure statement carefully before you invest or send money.
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