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KEY TAKEAWAYS

 Global Equity Markets enjoyed strong returns in Q1 led by the Emerging Markets.
 Growth stocks lead Value as Technology stocks were a significant driver of returns, accounting for more than
40% of the S&P 500 Index gains in Q1.



Despite the Fed's 25 basis point rate hike—its third in the last fifteen months (Dec '15, Dec '16 and Mar
'17)—intermediate term investment grade bonds (Corporates and Munis) still squeaked out positive returns in
Q1.



Commodities and Natural Resource Equities were some of the weaker performers in the first quarter as oil
prices retreated by about 7.5%.



High hopes that tax reform, reduced regulation and a more pro-business agenda would jumpstart the next
round of growth in corporate earnings, have eased in the face of failure to repeal the Affordable Care Act.

 The Fed has introduced a new wrinkle to the equation by suggesting that they may consider reducing their
balance sheet later this year which raises the possibility that they may slow the pace of rate hikes.



The weakened currency and rebounding global economy's benefit on the European markets is reflected
through the European Manufacturing Managers Index (PMI).
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Year-to-Date
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U.S. Large Cap

0.1%

6.1%

17.2%

U.S. Small Cap

0.1%

2.5%

26.2%

Developed Non-U.S.

2.9%

7.4%

12.2%

Emerging Market

2.5%

11.5%

17.7%

Real Estate

-0.7%

3.7%

3.5%

Commodities

-2.7%

-2.3%

8.7%

Natural Resource Equities

-0.6%

-4.3%

17.9%

U.S. High Yield Debt

-0.2%

2.7%

16.4%

Emerging Market Debt

2.3%

6.5%

5.5%

U.S. Aggregate Bonds

-0.1%

0.8%

0.4%

U.S. Treasuries

0.0%

0.7%

-1.4%

U.S. Municipal Bonds

0.1%

1.6%

0.2%

Real Assets

Fixed Income
Core Plus

Core Bonds

Month-End Values/Yields
www.Pathstone.com

CBOE Volatility Index
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Current
12.4
2.4%

Prior Month One-Year Ago
12.9
2.4%

14.0
1.8%

Sources: Bloomberg, Morningstar
You cannot invest directly in an index; therefore, performance returns do not reflect any management fees. Returns of the indices include the reinvestment of all dividends and
income, as reported by the commercial databases involved.

REGIONAL COMMENTARY



U.S. markets relative to the rest of the world have enjoyed the most stable and uninterrupted recovery, which
is largely reflected in the equity prices, allowing investors to find better opportunities to generate returns
outside the U.S. Bond yields in the U.S. are the opposite story as they offer some of the most attractive rates
in the developed world.

 The headlines in Europe are dominated by Brexit and upcoming elections, with the French election in current
focus. Both issues highlight what has been a major concern for investors in Europe —whether or not the
European Union and its respective currency will survive. We have a more favorable view of opportunities in
developed non-U.S. markets, as they are earlier in recovery and coming off a lower base compared with that
of the U.S. We have also seen momentum in developed non-U.S. markets over the last quarter, further
supporting this favorable view.



Based on the MSCI index, Brazil and Russia showed a strong lead in Emerging Markets performance last year,
whereas this year India (+17.1%) and China (+12.9%) have taken the lead on moving EM performance. Both
countries are looking to their leadership for reform-driven economic improvements and both have a vast
potential in that regard. Concerns around US Fed actions hurting EM debt and currency values have drifted
into the background, with EM debt (+6.5%) and Equities (+11.4%) leading the rest of the world in terms of
performance year-to-date.
"BUY LOW, SELL HIGH"
GLOBAL EQUITY MARKETS -- GROWTH OF $1

Sources: Bloomberg, Morningstar
You cannot invest directly in an index; therefore, performance returns do not reflect any management fees. Returns of the indices include the reinvestment of all dividends and
income, as reported by the commercial databases involved.
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DISCLOSURE

Past Performance Is No Guarantee Of Future Performance. Any
opinions expressed are current only as of the time made and are
subject to change without notice. This report may include estimates,
projections or other forward looking statements, however, due to
numerous factors, actual events may differ substantially from those
presented. The graphs and tables making up this report have been
based on unaudited, third-party data and performance information
provided to us by one or more commercial databases. Additionally,
please be aware that past performance is not a guide to the future
performance of any manager or strategy, and that the performance
results and historical information provided displayed herein may have
been adversely or favorably impacted by events and economic
conditions that will not prevail in the future. Therefore, it should not
be inferred that these results are indicative of the future performance
of any strategy, index, fund, manager or group of managers. While we
believe this information to be reliable, Pathstone Federal Street bears
no responsibility whatsoever for any errors or omissions. Index
benchmarks contained in this report are provided so that performance
can be compared with the performance of well-known and widely
recognized indices. Index results assume the re-investment of all
dividends and interest. Moreover, the information provided is not
intended to be, and should not be construed as, investment, legal or tax
advice. Nothing contained herein should be construed as a
recommendation or advice to purchase or sell any security, investment,
or portfolio allocation. Any investment advice provided by Pathstone is
client specific based on each clients' risk tolerance and investment
objectives. This presentation is not meant as a general guide to
investing, or as a source of any specific investment recommendations,
and makes no implied or express recommendations concerning the
manner in which any client's accounts should or would be handled, as
appropriate investment decisions depend upon the client's specific
investment objectives.
U.S. Large Cap Equity is represented by the S&P 500 Index, with
dividends reinvested. U.S. Small Cap Equity is represented by the
Russell 2000 Index. Developed Non-U.S. Equity is represented by the
MSCI EAFE Index. Emerging Market Equity is represented by the
MSCI EM Index. Real Estate is represented by the S&P Global
Property Index. Commodities are represented by the DJ UBS
Commodity Index. Natural Resource Equities are represented by the
S&P North American Natural Resources Index. U.S. High Yield Debt
is represented by the Bloomberg Barclays U.S. Corporate High Yield
Index. Emerging Market Debt is represented by the JPM GMI-EM
Global Diversified Index. U.S. Aggregate Bonds is represented by the
Bloomberg Barclays U.S. Aggregate Bond Index. U.S. Treasuries is
represented by the Bloomberg Barclays U.S. Treasury Index. U.S.
Municipal Bonds is represented by the Bloomberg Barclays Municipal
1-10yr Index.
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