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KEY TAKEAWAYS



The stock market rally continued more or less unabated in February, with U.S. stocks hitting new record highs
on an almost daily basis. While hopes of faster growth as a result of proposed business-friendly policies from
the new administration are a large part of the story, an actual recent improvement in fundamentals (corporate
earnings and economic data) should not be overlooked. The earnings recession is now in the rear-view mirror,
which helps to provide an underpinning for the equity market.



As stock prices surge to previously unseen levels, investors are starting to pay attention to elevated valuations.
While it is true that expensive valuations may dampen the intermediate-term return outlook (it's usually better
to buy cheap and vice versa), it is important to remember that valuations are not necessarily by themselves a
reliable market timing mechanism—when the going is good and confidence is rising, prices can overshoot to
the upside by significant magnitudes and for extended periods of time.



Given an uptick in inflation and low levels of jobless claims, the Federal Reserve is preparing to tighten again
soon. While a rate hike could occur as early as this month's meeting, the widely-anticipated rate hike should
not be overly disruptive as markets have already largely priced it in. The central bank also anticipates
additional rate hikes later in the year as they continue their gradual pace of rate increases.
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U.S. Large Cap
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5.9%

25.0%

U.S. Small Cap

1.9%
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Developed Non-U.S.
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Emerging Market
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CBOE Volatility Index
10-Year Treasury Yield

Current
12.9
2.4%

Prior Month One-Year Ago
12.0
2.5%

20.6
1.7%

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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