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As we reflect on the first quarter of 2017, we find ourselves in a relatively favorable position.
The U.S. remains strong. Recent job numbers came out positive, with the private sector posting
298,000 jobs for the month of February, roughly 100,000 higher than analyst expectations. The
stock market has continued to reach highs, with the Dow hitting the 20,000 mark at the end of
January and continuing to edge higher.
We are also hearing anecdotal evidence from companies suggesting top-line sales growth ahead,
which is very promising. Based on our internal studies, much of the earnings growth the market
has experienced in the last few years has come from increased operating efficiencies that have
improved profit margins rather than from increased sales.
However, while there are many positives to look forward to on the economic and financial fronts, there are also many
uncertainties, especially in terms of government policies. We are still waiting for clarity on both healthcare and tax reform.
Though we are slowly getting more information, there is not yet the finality the market is looking for.
We remain optimistic for the rest of 2017, but there are three key trends that we are monitoring closely.
1. Inflation: We are finally starting to see inflation move higher. Inflation has moved slowly – and below the Fed’s 2
percent target – for the last few years, but expectations have recently jumped.
The interest rate on the 10-year Treasury also continues to move higher, which is reflective of investors’ belief that
inflation will rise. Additionally, we expect the increased demands for hiring (as reflected in recent jobs numbers) to
support expectations for higher inflation.
While we believe a moderate increase in inflation is a good sign at this time, if inflation and rates increase, these will
likely negatively affect assets that are interest rate-sensitive, such as bonds, some real estate and dividend-yield
stocks.
2. Global growth: Last quarter, we noted that global growth was slow. It still is, but thankfully, it seems to be
improving.
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While the U.S. is showing signs of consistent growth, other developed markets around the world are expected to
slightly improve. The World Bank is forecasting 1.8 percent growth for developed countries in 2017, which is an
improvement from last year’s very low growth.
Growth in emerging markets is beating many expectations. Collectively, emerging market stocks represent some of
the best-performing sectors year-to-date.
Overall, while we continue to have varied data across the globe, we are expecting to see at least moderate growth in
most regions, which should bode well for investors.
3. U.S. dollar: U.S. interest rates are expected to rise in 2017. While we will be monitoring for how much rates rise, we
will also be keeping a close eye on international dollars flowing into U.S. bonds, as this could keep rates low despite
any increase from the Fed. International bonds are essentially yielding nothing, so U.S. bonds still look attractive,
even at low rates. If international flows suppress a rise in rates, we expect the U.S. dollar to strengthen.
The U.S. dollar is one of the most crowded trades now, especially by active managers who are looking to go long on
the currency. The U.S. dollar has had a positive run in the last two years, but we will be closely monitoring to see if it
continues.
The strength of the U.S. dollar can significantly affect many investment factors, especially corporate earnings and
international stock returns.
These three areas will be our key focus points over the next quarter. While indicators continue to show an improving
economy, we will be watching these areas in particular to determine if adjustments in expectations and portfolio assets are
warranted.
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Job creation posts blowout month in February, ADP says: http://www.cnbc.com/2017/03/08/private-sector-jobs-february-2017-adp.html
Boom: Dow hits 20,000 for first time ever: http://money.cnn.com/2017/01/25/investing/dow-20000-stocks/
S&P 500 earnings: http://www.macrotrends.net/1324/s-p-500-earnings-history
Current US inflation rates: http://www.usinflationcalculator.com/inflation/current-inflation-rates/
Why does the Federal Reserve aim for 2 percent inflation over time? https://www.federalreserve.gov/faqs/economy_14400.htm
10-year Treasury Rate: https://ycharts.com/indicators/10_year_treasury_rate
Market trends to watch in 2017: http://exencialwealth.com/assets/newsletters-commentaries/2017/Q4%20Market%20Update%20Article.pdf
United States GDP growth rate: http://www.tradingeconomics.com/united-states/gdp-growth
World Bank predicts 2.7% global economic growth in 2017: http://www.bbc.com/news/business-38575324
iShares MSCI Emerging Markets ETF: http://quotes.morningstar.com/chart/etf/chart.action?t=EEM&region=usa&culture=en-US
Two more Fed rate hikes likely in 2017: http://www.kiplinger.com/article/business/T019-C000-S010-interest-rate-forecast.html
International bond yields: https://www.bloomberg.com/markets/rates-bonds
Long definition: http://www.investopedia.com/terms/l/long.asp
US dollar: http://www.tradingeconomics.com/united-states/currency

2601 Network Boulevard,

187-B Boston Post Road

9108 N. Kelley Avenue

7373 Broadway, Suite 400

Ste. 400

P. O. Box 623

Oklahoma City, OK

San Antonio, TX 78209

Frisco, TX 75034

Old Lyme, CT 06371

73131

P 210.738.3888

P 888-741-5508

P 888.434.5999

P 888.478.1971

P 888-985-7162

ExencialWealth.com

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.
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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