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Stock Indices:

Dow Jones
S&P 500
Nasdaq

Bond Sector Yields:

2 Yr Treasury
10 Yr Treasury
10 Yr
Municipal
High Yield

YTD Market Returns:

Dow Jones 3.31%
S&P 500 3.24%
Nasdaq 6.19%
MSCI-EAFE -11.76%
MSCI-Europe -13.19%
MSCI-Pacific -9.50%
MSCI-Emg Mkt -14.13%

US Agg Bond -1.79%
US Corp Bond -3.92%
US Gov't Bond -2.24%

Commodity Prices:

Gold
Silver
Oil (WTI)

Currencies:

Dollar / Euro
Dollar / Pound
Yen / Dollar

Dollar /
Canadian

Macro Overview

The Group of Twenty (G20) summit in Argentina produced two significant trade deals for the
United States, a revised trade agreement with Canada and Mexico as well as a trade tariff
truce with China. The trade arrangements were initially received positively by global financial
markets alleviating months of uncertainty surrounding trade and international commerce.
Skepticism surrounding the trade truce with China has evolved, questioning the extent of a
trade agreement and its details.

Volatility continued into November spilling over from October’s trading frenzy. All major
equity indices saw their gains for the year vanish in mid-November, then rebound at month
end to recapture some of those same gains. Many analysts believe that lower stock
valuations are posing buying opportunities for domestic and international investors.

Some analysts perceive the latest market pull back as a normal course resulting from
transitioning to a higher rate environment and slowing growth prospects. Market pullbacks
are common when the market experiences a sentiment shift and tries to decipher which
sectors and industries are favored to perform. Market volatility in November has been a
result of uncertainty surrounding trade, Fed rate hikes, and economic prospects.

Uneasiness in the markets were amplified by a rapid fall in the price of oil, which declined to
levels not reached since late 2017. Analysts attribute the slump to a rising supply of oil as
well as a perceived slowdown in the global economy. Oil's price decline is the latest obstacle
for stock indices to recapture recent losses. The demand for oil internationally is seen as an
indicator of global economic health.

Rates fell abruptly towards the end of November as the Fed signaled that it may scale back
its process of projected rate increases in 2019. The Fed believes that rates are currently at a
level just below its neutral stance, which Fed members estimate to be near 2.9 percent to 3
percent.

Data compiled and released by the International Energy Association (IEA) revealed that the
United States has officially become the largest producer of oil in the world, surpassing both
Russia and Saudi Arabia. As of the end of this summer, U.S. oil production is over 11.5 million
barrels per day.

Real estate values in storm and fire ravaged areas of the country are coming under pressure
as potential buyers reassess the environmental risks that have become increasingly
apparent.

According to the National Retail Federation (NRF), there were roughly 165 million Black
Friday Weekend store and online shoppers this year, less than the 174 million from last
year's. The NRF found that the average shopper spent $313 during the Black Friday sales
days, down from the $335 figure in 2017. The NRF suspects that shoppers are starting their
spending earlier in the season, now immediately after Halloween, rather than waiting until
Thanksgiving.

Sources: g20.org, Federal Reserve, NFR, IEA, Commerce Department


http://g20.org/

%

X
S
(9]
O
l_
T
l_
pa
O
=
L
T
|_
L
O
U,
Z
=
Z
O
L
o
Ll
T
|_
|_
<
NS
#
N
o
=
O
(a'e
L
—l
-l
L
L
(V2]
a)
—l
—
>_
a)
Z
@)
m
>_
(a'e
)
(V)]
<C
L
o
l_
o
<
Ll
>_
o

CORNERSTONE

WEALTH PARTNERS

Year End Volatility For Equities - Global Equity Market Overview

Major U.S. equity indices stabilized in November as markets reassessed October’s pullback. The Dow Jones
Industrial and S&P 500 indices made up of larger cap stocks rebounded over 1.5% in November, outpacing
the tech heavy Nasdaq index for the month.

Emerging market equities rebounded in November as the dollar’s rise slowed and investors found value in
various developing economies. Ongoing tariff and trade tensions have been hampering capital investment
and trading arrangements for companies in the emerging markets. Many hope that U.S. companies will use
excess cash for capital investment rather than for stock buybacks, which has been a primary use of cash for
many domestic companies.

Some analysts expect that the Fed's perceived slow down in rising rates, along with the trade and tariff
arrangements that occurred as a result of the G20, may prove positive and supportive for the markets
following weeks of rampant volatility. Some companies have been holding back on hiring and capital
expenditures until a resolution is finally achieved on trade. (Sources: S&P, Dow Jones, FRED, Bloomberg)

Rates Fall In November - Fixed Income Update

The recent trend in rising rates slowed in November as expectations intensified that the Fed may not raise
as ambitiously in 2019 as initially projected. The yield on the 10-year Treasury bond fell from 3.24% at the
beginning of the month to 3.01% at month's end. The drop in rates may be interpreted by equity markets
as either positive or negative.

Federal Reserve officials acknowledged the adoption of a more flexible process in gradually increasing
rates in 2019, where a neutral rate is targeted. The so-called neutral stance taken by the Fed causes
uncertainty as to how the Fed perceives the direction of economic growth, as the neutral rate generates
monetary policy that is neither stimulative nor restrictive. Many believe that the impact of the Fed's rate
hikes this year have not yet fully materialized, thus creating a neutral stance for the Fed to allow it time to
decide. (Sources: U.S. Treasury Dept., Federal Reserve, U.S. Treasury)

Oil Prices Take A Large Drop - Commodities Update

Global oil prices declined sharply in November, with the domestic benchmark (WTI) falling 22% for the
month, the single largest monthly drop in 10 years. The steep drop in price is a result of increased
production by U.S. producers as well as Saudi Arabia, Russia, and Oil Price (WTI) § Per Barrel / November 2018
OPEC. The recent price decline is of grave concern to OPEC, 64
Russia, and Saudi Arabia, whose breakeven cost for oil
production is estimated to be higher than U.S. production. The
rapid expansion of supply in the U.S. has resulted in large
amounts of unrefined oil in storage, which must then reach
refineries for the final transformation into gasoline. Construction 53.5
of new pipelines and transportation infrastructure in the U.S. will
facilitate the shipment of crude oil much more rapidly and FiNov  oNov  oNov 1eNov 1oNov 26Nov
efficiently over the next few years. The United States is currently

exporting more oil than it is importing, which helps insulate the country from global price swings and adds
leverage for U.S. producers competing with foreign producers. U.S. exports of crude oil and petroleum
products have more than doubled since 2010 according to the Department of Energy. (Sources:
Department of Energy, IEA)
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Used Car Sales Are Heading Higher - Consumer Behavior

Over the past few months, the demand for used automobiles has been rising with the difference in prices
between new autos and used autos the largest it has been in years. Consequently, as the demand for used
cars has increased, so have used car prices, as tracked by the Federal Reserve Bank of St. Louis. Even with
the recent price gains, used automobiles are still less expensive than a comparable new automobile.

Used Car Prices / Nov 2016 - July 2018 With nearly 40 million used cars sold last year, the used
142 FRED; Used Cars & Trucks, Index Not Seasonally Adjusted
car market is now twice as large as the new car market.
Dealers are finding higher margins on used cars versus
new cars, transitioning sales and marketing efforts from
new car sales to used car sales. As auto manufacturers
ramped up lease incentives 2-5 years ago, those same cars
are now coming back to dealerships and resold as used
vehicles. Buyers are finding better values in used cars,
134 most of which are well maintained lease returns with low
2016-11-01 2017-03-01 2017-07-01 2017-11-01 2018-03-01 2018-07-01 . X . . X
mileage. Various factors are contributing an increase to
new car prices, including rising loans rates, tariff concerns,
and minimal sales incentives. The rise in used car prices, on the other hand, is simply a result of an
increasing demand for limited supply.

138

136

New car prices have steadily risen as manufacturers supplied vehicles with advanced technology and
expensive options. A 2-5 year old used car with low miles will have depreciated in price relative to paying
full price for a new vehicle with similar features. (Sources: FRED; Federal Reserve Bank of St. Louis)

Insurance Losses By State Are Adding Up - Insurance Sector Review

As natural disasters mount from wild fires in California to hurricanes and flooding in Texas, Florida and the
East coast, insurance claims are in the billions of dollars and growing. Most major insurance companies
offer and issue various types of insurance, including liability, fire, flood, earthquake and homeowners. As
claims increase with one or two of the coverage segments, coverage costs may increase with the others as

Property / Casualty Losses 2017 / Billions $

California
Texas

Florida

New York
Colorado
South Carolina
West Virginia
Rhode Island

0.0 15.0 30.0 45.0 60.0

well. Insurance companies are intertwined and coverage costs are related. Some insurance companies
spread their costs across all policyholders nationwide as opposed to centralizing higher premiums to one
geographic region. Homeowners in coastal states from Texas and Florida to North Carolina are seeing
rates rise faster than in other parts of the country, as the threat of future storms and flooding remains
relatively high. In California, some insurance companies have designated several additional regions as high
risk areas to insure. (Sources: NAIC. Insurance Information Institute)
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Tax Breaks For Family Caregivers - Tax Planning

As the number of elderly has grown nationwide, so has the need for caregivers. The baby boom generation,
the largest demographical segment of the U.S. population at 74 million, are now entering their late 60s and
early 70s. Many are still very capable of caring for themselves, but others are in need of assistance as they
progress into their senior years.

Average Age Per State / 2017
Unfortunately for many, the costs

associated with an assisted living facility Utah [ 30.6
are not feasible and in other cases, not an Alaska [ 33.3
option just yet. So instead, a growing B ———
number of elderly are staying in their Texas | 3.4
homes or living with their families. Many N Dakota | 3.2
: - - Idaho [, 35.8
times, a son or daughter will move in with
, . Nebraska [ 36.1

mom or dad and essentially become their .

_ , , California | 35.2
part-time or full-time caregiver. Some Colorado [ 3.4
elderly end up moving In with famlly ceorgia I 36.4

members where they actually become part Arizona [ 57 4
of the household. The challenge for family washington [ 57 5
members that act as caregivers is the Hawaii 7.7
financial burden that may be imposed. An ninois [N 3.7
estimated 34.2 million adults provide some Nevada [ 378
sort of unpaid care for elders aged 50 and New York [ 8.3
older in 2015. Over 85% of these caregivers South Carolina [N 50
provide assistance directly for relatives. Onio | 30.3
The average caregiver commits over 24 Wisconsin - N, 30.4
hours per week in providing care for New Jersey | >o.¢
elders. Even though there is no actual pay Michigar N o:7

. . . Connecticut  [INEEG 0.6
for family member caregivers, there is a Forica T 1 5
tax break when done properly. Under the vermont R 3. 1
new tax rules, taking a personal exemption vaine T 44 6

for a qualified friend or family member has
been replaced by the larger standard
deduction. However, the rules still allow

caregivers to claim those receiving care as dependents as long as the following criteria are met for the
person being cared for:

n
(ad
i
a
—
i
o
@
e
L
o
<
)
Q
<C
o
Z
D
L
@
|_
a'd
O
N
L
=
O
N
L
Q
>
O
(ad
o
(Yp]
|_
—
2
(M)
<
Z
O
—
—
=
D!
v
m

The person cared for is a relative as defined by the IRS or a non-resident that has lived with the
caretaker for at least six months; Earns less than $4,050 (2017) per year, not including Social
Security or disability benefits; Is unable to pay over 50% of personal living expenses; Can't be
claimed as a dependent by anyone else.

In addition to federal tax considerations, some states also allow for special tax credits meant solely for
caregivers. Taxpayers should verify with their state of residency to confirm any additional tax credits.
(Sources: U.S. Census Bureau, IRS.gov)

Market Returns: Index data sources; MSCI, DJ-UBSCI, WTI, IDC, S&P. The information provided is believed to be reliable, but its accuracy or completeness is not warranted. This
material is not intended as an offer or solicitation for the purchase or sale of any stock, bond, mutual fund, or any other financial instrument. The views and strategies discussed
herein may not be appropriate and/or suitable for all investors. This material is meant solely for informational purposes, and is not intended to suffice as any type of accounting,
legal, tax, or estate planning advice. Any and all forecasts mentioned are for illustrative purposes only and should not be interpreted as investment recommendations. Advisory
services and securities offered through Lincoln Financial Securities Corporation, Member SIPC.



