2nd Quarter 2018 Focus
Weighing in at Mid-Year
As we move into the heart of the summer (and hopefully vacation time for you and yours),
we wanted to use this opportunity to reflect on the first half of the year and highlight our
views for the second half. We started 2018 on an optimistic note based on a number of
positive conditions including synchronous global growth, strong earnings expectations in
the U.S., fiscal stimulus from tax reform, and benign inflation. And this sunny outlook
played out in spades in January with the S&P 500 Index up almost 6% on a total return
basis. With the benefit of the rearview mirror, it was too good to be true as optimism
peaked and cracks started to appear in the macro veneer. Volatility returned in a big way
in the latter part of the month as investors were spooked by signs of wage inflation and
higher interest rates. Markets sold off hard into early February, and the decline continued
through March, eliminating all of the January gains. The frustration persists for investors as
U.S. companies post their best earnings in a decade but these results are not translating
into equity returns. The S&P 500 was down slightly through the first quarter and only up
2.65% at mid-year.
The rise in volatility was not surprising – excluding some short flare-ups, it has been low
relative to history for almost two years and is now returning to more normal levels. In the
tenth year of the bull market, investors have gotten shaken out of their complacency. As
discussed in our first quarter commentary, a “buy the dip” mentality has shifted to “sell the
rally” – a sign that doubt and apprehension have snuck back into investor psychology.
While the pessimism may be overdone, there are certainly causes for investor concerns. At
the top of that list (at least based on the amount of news coverage and analysis) would have
to be the potential “global trade war,” a phrase that first entered the lexicon when
President Trump announced a 30% tariff on imported solar panels and washing machines
in January. Trade tensions have continued to escalate as global partners including China,
Canada and the EU retaliate against the U.S. with each new tariff announcement. These
skirmishes are a major concern because they are going on outside the normal protocols for
trade negotiation (via the World Trade Organization) and represent a real potential threat
to global economic growth. Like many of our peers, we have been hesitant to react to the
tariff rhetoric as we viewed much of it as grandstanding and largely a negotiating tactic.
And until recently, that is essentially how it has played out as exemptions, waivers and
extensions were put in place. Furthermore, in the long-term, a “trade war” could be
beneficial if it levels the playing field of global commerce and facilitates true competition
for goods and services.
While the trade tensions dominate the headlines, other conditions have fueled investor
worries. The Fed continues to raise interest rates at the short end of the yield curve while
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long-term rates remain under pressure due to institutional buying and safe haven
purchases. The yield spread between two- and 10-year Treasuries is at the narrowest point
since 2007. Over the last 40 years, an inverted yield curve has been a precursor to
recession. While the current economic cycle has been extended, there are a number of
positive metrics that we believe indicate further expansion for at least another 6-12
months. Outside of the U.S., we remain focused on signs of an economic soft patch in
Europe, the disruptive impact of populist politics in the Eurozone, and recent weakness
across emerging markets (particularly China).
Putting this all in context of our portfolios, as these events played out and our investment
conviction was tested, we chose to modify our exposures, ultimately moving toward a
slightly defensive posture. In mid-February, in order to reduce interest rate risk, we sold
out of our intermediate corporate credit holdings. In early June, we re-oriented our equity
market cap positioning in the U.S. to gain more exposure to small and mid-cap companies.
We did this in recognition that smaller companies should be less impacted by the ongoing
global trade disputes and benefit disproportionately from tax cuts and deregulation.
Outside of the U.S., we trimmed our exposure to emerging market equities, concentrating
our exposures in emerging Asia. Throughout the first half, we also began to accumulate
cash.
While our earlier optimism has moderated, we remain upbeat regarding the prospects for
the remainder of the year for a number of reasons. As we prepared this letter, we took
advantage of the July 4th holiday to extend our print deadline and gather a few more data
points. The U.S. jobs number for June came in above consensus and the May numbers were
revised upward. While unemployment rose from an 18-year low, there are signs that the
labor market still has room to expand. With the second quarter in the books, we wait
patiently for corporate earnings results. Analysts are expecting earnings growth of 20
percent versus last year. U.S companies, and the overall economy, should continue to
benefit from the tax cut stimulus. Consumer and business sentiment have moderated but
remain at favorable levels. Corporate valuations have become more attractive with the
market pullback as earnings continue to grow. While the first set of U.S. tariffs on Chinese
goods went into effect on July 6th, absent a fully realized trade war, we believe conditions
will be attractive for equities. As always, except in extreme circumstances, there continue
to be pockets of opportunity, particularly if you are willing to be patient (which we are).
The purpose of this newsletter is to provide some timely insights into what occupied our
focus as we considered market opportunities and how to position portfolios. We hope we
have accomplished that and welcome questions and comments from our clients.
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DISCLOSURES
Wilde Capital Management, LLC is a registered investment adviser. Information presented is for educational purposes only and does not
intend to make an offer or solicitation for the sale or purchase of any specific securities, investments, or investment strategies.
Investments involve risk and, unless otherwise stated, are not guaranteed. Be sure to first consult with a qualified financial adviser
and/or tax professional before implementing any strategy discussed herein. Past performance is not indicative of future performance.
It is important to remember that there are risks inherent in any investment and that there is no assurance that any money manager, fund,
asset class, style, index or strategy will provide positive performance over time.
Diversification and strategic asset allocation do not guarantee a profit nor protect against a loss in declining markets. All investments are
subject to risk, including the loss of principal.
The information contained herein is based upon the data available as of the date of this document and is subject to change at any time
without notice.
Portfolios that invest in fixed income securities are subject to several general risks, including interest rate risk, credit risk, the risk of
issuer default, liquidity risk and market risk. These risks can affect a security’s price and yield to varying degrees, depending upon the
nature of the instrument, and may occur from fluctuations in interest rates, a change to an issuer’s individual situation or industry, or
events in the financial markets. In general, a bond’s yield is inversely related to its price. Bonds can lose their value as interest rates rise
and an investor can lose principal. If sold prior to maturity, fixed income securities are subject to gains/losses based on the level of
interest rates, market conditions and the credit quality of the issuer.
Foreign investments are subject to risks not ordinarily associated with domestic investments, such as currency, economic and political
risks, and may follow different accounting standards than domestic investments. Investments in emerging or developing markets involve
exposure to economic structures that are generally less diverse and mature, and to political systems that can be expected to have less
stability than those of more developed countries. These securities may be less liquid and more volatile than investments in U.S. and
longer-established non-U.S. markets.
An investment in small/mid-capitalization companies involves greater risk and price volatility than an investment in securities of larger
capitalization, more established companies. Such securities may have limited marketability and the firms may have more limited product
lines, markets and financial resources than larger, more established companies.
Portfolios that invest in real estate investment trusts (REITs) are subject to many of the risks associated with direct real estate
ownership and, as such, may be adversely affected by declines in real estate values and general and local economic conditions.
Portfolios that invest a significant portion of assets in one sector, issuer, geographical area or industry, or in related industries, may
involve greater risks, including greater potential for volatility, than more diversified portfolios.
Important Disclosures: Exchange-Traded Funds
Exchange-traded funds (ETFs) are investment vehicles that are legally classified as open-end investment companies or unit investment
trusts (UITs), but differ from traditional open-end investment companies or UITs. ETF shares are bought and sold at market price (not
net asset value) and are not individually redeemed from the fund. This can result in the fund trading at a premium or discount to its net
asset value, which will affect an investor’s value. Shares of certain ETFs have no or limited voting rights. ETFs are subject to risks similar
to those of stocks.
ETFs included in portfolios may charge additional fees and expenses in addition to the advisory fee charged for the Selected Portfolio.
These additional fees and expenses are disclosed in the respective fund/note prospectus. For complete details, please refer to the
prospectus.
For additional information regarding advisory fees, please refer to the Fee Summary and/or Fee Detail pages (if included with this
report) and the program sponsor's/each co-sponsor's Form ADV Part 2, Wrap Fee Brochure or other disclosure documents, which may
be obtained through your advisor.
Certain ETFs have elected to be treated as partnerships for federal, state and local income tax purposes. Accordingly, investors in such
ETFs will be taxed as a beneficial owner of an interest in a partnership. Tax information for such ETFs will be reported to investors on an
IRS schedule K-1. Investors should consult with their tax advisors in determining the tax consequences of any investment, including the
application of state, local or other tax laws and the possible effects of changes in federal or other tax laws.
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