ACCESS | iaiseven

January 9, 2017

Will the Momentum Continue Into 2017?

Since the U.S. elections in November, the Dow Jones Industrial Average index exploded to a new record
high. Within several weeks of the election, the S&P 500 index, the technology-heavy Nasdaq index, and
the small company Russell 2000 index all followed the Dow Jones lead, and achieved new all-time highs.
To place these milestones in perspective, the last time this happened was on the last day of December
in 1999. Investors are clearly bullish, as the new narrative suggests Trump’s policies will be good for
stocks.

We have seen an improvement in both consumer and business confidence. Consumer Confidence
recently reached the highest level since July 2007 at 107.1 according to The Conference Board. CEO
confidence according to ChiefExecutive.net rose 10.8% in the weeks following the election; while the
Institute for Supply Management (ISM) reported their Manufacturing Index rose to 53.2 from 51.9, and
their Non-Manufacturing Index rose to an impressive 57.2 from 54.8. The economy showed steady
improvement throughout 2016, with quarterly annualized real gross domestic product (GDP) growth
moving from 0.8% in the first quarter, to 1.4% in the second, and 3.2% in the third according to the
Commerce Department. And the most valuable asset for most Americans continues to increase in value
—their home’s price.
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Source: FactSet, Standard and Poor’s. As of December 5, 2016.
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In our Q1 2016 Market Commentary we mentioned that we liked the Energy Sector. The Energy Sector
had a very strong 2016 and we remain bullish on Energy heading into 2017. Oil prices were coming off of

15 year lows and due to the mean-reverting nature of the commodity we continue to believe energy
prices are likely to move higher over the next few years. We maintain our price target on oil of $60-$65
per barrel and believe those levels will be reached within the next 12-24 months. Just since November
2016 NYMEX WTI Crude Oil is up approximately 24% while USO and XLE are up approximately 19% and
12% respectively.

What now?

As previously mentioned, U.S. stocks have surged since the election gave control of Washington to the
Republicans, which are perceived to be more business friendly. We believe some of that enthusiasm
may have pulled some gains from 2017 into 2016, but we believe the economic momentum seen in the
latter half of 2016 will continue into 2017. Economic data has improved alongside what is seen as a
business-friendly incoming Trump administration, helping bolster both stock and Treasury yields. We
generally prefer stocks over bonds as we believe rising rates will be a headwind to the bond market
moving forward. In fact, the Fed just raised rates by 25 basis points on December 14th and we believe
there will be two to three more hikes coming in 2017.

We continue to prefer high quality stock managers and continue to prefer managers that have a clear,
long term track record of using cash very wisely. The intelligent investor should behave like the rational
consumer: research and decide on the few businesses that are worth purchasing. Then only buy these
stocks when prices are right. When these conditions do not prevail, sit on the sidelines until they do. To
wait with cash and have patience is not easy, but it is rational. Unfortunately, in the investing world
today due to the current cycle, there are few bargains in the equity store (despite the prevailing
narratives). We believe the bull market can continue, although the sharp gains we’ve seen recently may
give way to more sideways movement and/or potential pullbacks. It is essential to use cash positions
wisely before, during and after such pullbacks occur. We continue to utilize managers that have a clear
track record of doing just that.

Respectfully,

Anthony L. Christensen
President
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IMPORTANT DISCLOSURE

The information contained herein is confidential and is not to be shared, distributed, or otherwise used, for any
other purpose or by any other person without the written permission of Access Wealth Management, Inc.
(IIAWMII).

The information contained herein reflects the opinions and projections of AWM as of the date hereof, which are
subject to change without notice at any time. While the information presented herein is believed to be reliable, no
representation or warranty is made concerning the accuracy of any information presented.

Statements herein that reflect projections or expectations of future financial or economic performance are
forward-looking statements. Such “forward-looking” statements are based on various assumptions; which
assumptions may not prove to be correct. No representation or warranty can be given that the estimates,
opinions or assumptions made herein will prove to be accurate. Past performance is not a guarantee of future
results. All investments are subject to investment risk, including the possible loss of the entire amount invested.
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