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KEY TAKEAWAYS

 After January's impressive gains, equity returns reversed course in February and March to end the quarter
slightly negative as inflation, trade policy discussions, and a selloff in the technology sector spooked investors.
Fundamentally speaking, equities remain on solid footing and earnings expectations for S&P 500 companies
have been revised higher, thanks largely in part to a growing global economy and tax reform.

 The Fed hiked rates by 0.25% in March, stating that the economic outlook has strengthened. The labor
market has continued to improve and economic activity has been rising at a moderate rate. The median dot
plot1 projection signals two additional rate hikes in 2018. Fiscal stimulus from tax reform and increased
budget spending expanded the Fed's real GDP growth outlook to 2.7% for calendar year 2018.

 President Trump announced tariffs on steel (25%) and aluminum (10%), and engaged in trade rhetoric
sparking fears of a potential trade war. Trump signaled an intent to level tariffs on $50 billion worth of
Chinese imports as a means to reduce the trade deficit and combat the treatment of U.S. firms' intellectual
property.

 Amidst this backdrop, the 10-year Treasury yield declined while short term rates increased, causing further
flattening of the yield curve.
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The dot plot shows projections for the Fed Funds Rate for each of the members of the FOMC
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CBOE Volatility Index
10-Year Treasury Yield

Current
20.0
2.7%

Prior Month One-Year Ago
19.9
2.9%

12.4
2.4%

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

REGIONAL COMMENTARY

 Volatility has returned to equity markets in 2018 as caution has peaked amongst investors. Investors are
questioning whether this bull market still has legs as it stares down tighter monetary policy by the U.S. central
bank. Investor skepticism is further aggravated by the growing turnover in the President's staff and fears of
global trade wars being stoked by recent tariff announcements. Economic fundamentals remain firm and
investors are expecting solid earnings results in 2018 in large part thanks to the tax cuts enacted late last year,
which should be supportive of U.S. equity markets.



Both the European and Japanese Central Banks continue to maintain their accommodative policies with both
still purchasing bonds and keeping short-term borrowing rates at or below zero. European economic activity
has slowed in Q1 after demonstrating significant momentum in Q4 2017. Perhaps this slowdown is a result
of further strength in the Euro, questions around the direction of the EU with BREXIT on the horizon,
Spanish discord between Catalonia and Madrid, and recent populist leanings in the Italian elections. Japan
continues to plod along in its massive monetary experiment without any real disruption to consumer and
investor sentiment.



Despite concerns over the future of global trade, the Emerging Markets have posted the best returns so far in
2018 relative to developed markets. They managed to post positive returns in Q1 while developed markets
were negative. Some of the better performing Emerging Market countries to start 2018 include Brazil, Russia,
Taiwan and China. Frontier Emerging Market countries are also starting the year off well.
Sector Winners and Losers (U.S.) - Does Energy have a Future?
Technology and Financials have lead the way the last three years. Will that Continue?
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You cannot invest directly in an index; therefore, performance returns do not reflect any management fees. Returns of the ind ices 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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