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KEY TAKEAWAYS



Ho hum, just another boring month filled with record highs for U.S. stocks. Thank goodness for the ongoing
political circus to distract us from the volatility-starved equity markets, though few would have predicted such
strong and steady gains in the face of policy uncertainty.



With the hopes of market-friendly fiscal policy changes fading, what's driving markets higher? A benevolent
combination of low interest rates, few economic surprises, and strong quarterly earnings for U.S. large cap
companies. With equity markets at record levels, corporate earnings are being counted on to justify somewhat
expensive valuations, and thus far in 2017 they have delivered.



The Federal Reserve left interest rates unchanged at its July meeting, but that did not stop investors from
speculating on future moves. While the Fed is still sticking to its guns and suggesting another rate hike is in
store later this year, recent subdued inflation reports have made traders a bit more dovish (and driven the
dollar lower). Futures markets suggest the probability of another 2017 increase is now less than 50%.



Even without a rate hike, the Fed can still tighten financial conditions later this year as it expects to start
shrinking its massive $4.5 trillion bond portfolio (the result of years of qualitative easing) "relatively soon."
This is uncharted territory for both the central bank and markets. While most analysts figure the pace will be
so slow as to be a "non-event," others have some consternation around the congruence between the Fed's
balance sheet expansion and the equity bull market since the credit crisis.
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July

Year-to-Date

One-Year

U.S. Large Cap

2.1%

11.6%

16.0%

U.S. Small Cap

0.7%

5.8%

18.5%

Developed Non-U.S.

2.9%

17.5%

18.3%

Emerging Market

6.0%

25.8%

25.3%

Real Estate

2.8%

11.0%

2.0%

Commodities

2.3%

-3.1%

0.8%

Natural Resource Equities

3.5%

-7.9%

0.6%

U.S. High Yield Debt

1.1%

6.1%

10.9%

Emerging Market Debt

2.1%

12.6%

8.0%

U.S. Aggregate Bonds

0.4%

2.7%

-0.5%

U.S. Treasuries

0.2%

2.0%

-2.5%

U.S. Municipal Bonds

0.7%

3.7%

0.6%
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CBOE Volatility Index
10-Year Treasury Yield

Current
10.3
2.3%

Prior Month One-Year Ago
11.1
2.3%

11.9
1.5%

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.

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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