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Uncertainty high

——Global Economic Policy Uncertainty Index
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Source: The GEPU (Global Economic Policy Uncertainty) Index ia@judB#l (purchasing power adjustment) G@ighted averag of national EPU indices for 16 countries:
Australia, Brazil, Canada, China, France, Germany, India, Ireland, Italy, Japan, Russia, S. Korea, Spain, U.K. aatiddz HRadlindex reflects the relative frequency of ewn
country newspaper articles that contain a trio of terms pertaining to the economy (E), policy (P) and uncertainty (U) FaotBet"Measuring Economic Policy Uncertainty"
by Scott Baker, Nicholas Bloom and Steven J. Davis, www.PolicyUncertainty.co2/28806fL7.
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Yet sentiment Is also elevated

—— Consumer Confidence Index - United States — Ifo Business Climate Index - Germany
— NFIB Small Business Optimism Index - United States — Business Sentiment Index - France
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SourceFactSet Conference Board, National Federation of Independent Business, Ifo National Institute of Research, Bank of Fr&/2e/244 @f
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LiQa UKS SOz2y2YeéX
Stocks tracking better than expected data

- MSCI ACWI - Index (year-over-year % change) (Left)
= Citigroup Economic Surprise Index for G10 countries (Right)
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Source: Bloomberg data as399/2017.
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LGiQa GKS SO2y2YeéX
Global growth turnaround

I Global Leading Indicator - (index monthly change)
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SourceFactSetOECD, as d/11/2017. *Index is OECD plus Major Norember Economies (Brazil, China, India, Indonesia, Russia, and S. Africa).
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LiQa UKS SOz2y2YeéX
Global growthmay be accelerating

— Global Composite PMI (Index)
Global Services PMI (Index)
— Global Manufacturing PMI (Index)

/‘\%\*Nﬁ% %

-/ ) AV Y
"\ ALY,

49 Jan-13 Jan-14 Jan-15 Jan-16

56

55

SourcefFactSetMarkit Economics, as @if/5/2017.
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LiQa UKS SOz2y2YeéX

Eurozone surprising naysayers

— Eurozone Composite PMI (Index)
Eurozone Services PMI (Index)
— Eurozone Manufacturing PMI (Index)
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SourcefFactSetMarkit Economics, as @if/5/2017.
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LiQa UKS SOz2y2YeéX
Emerging Markets have benefitted from global growth upturn

— Emerging Market Composite PMI (Index)
Emerging Market Services PMI (Index)
— Emerging Market Manufacturing PMI (Index)
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SourcefFactSetMarkit Economics, as 0f39/2017.
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LUQa UKS SOz2y2YeX
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— Producer price index, year-over-year % change - China (Left)
— Nominal GDP, year-over-year % change - China (Right)
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Source: Charles SchwdgctSet China National Bureau of Statistic82017.
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LiQa UKS SOz2y2YeéX
Price improvements boosting Chinese corporate profits

— Industrial profits - China (year-over-year % change) (Left)
PPI - China (year-over-year % change) (Right)
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SourceCharles Schwab, FactSet, China National Bureau of Statistics, 3/29/2017.
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Monetary
VS.
Fiscal Stimulus
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Monetary policy divergence

Fed balance sheet
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Japan vs. Eurozone balance sheet
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Monetary policy divergence boosted dollar

U.S. Dollar Index
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SourceFactSet, as of 3/21/2017.
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Monetary policy no longer only game in town

POLICY HANDOFF

SourceSchwab Center for Financial Research.
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Tax cuts could boost S&P 500 EPS

Tax cuts impact on S&P 500 aftertax income
Line item (current) (Ryan) (Trump)
Pretax income per share $123.44 $123.44 $123.44
Income taxes per share $31.35 $24.69 $18.52
Effective tax rate 25.4% 20.0% 15.0%
Tax savings per share $0.00 $6.67 $12.84
Aftertax income per share $92.09 $98.75 $104.92
Change in aftertax income 0.0% 7.2% 13.9%

SourceNed Davis Research (NDR), Inc. (Further distribution prohibited without prior permission. Copyright 20179 Ned Davis Research, Inc. All rights reserved.).
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Sales and
Earnings could
expand
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Deflation threat has subsided

— CPI - Japan (year-over-year % change) — CPI - U.S. (year-over-year % change)

SourcefactSet, U.S. Dept. of Labor, Eurostat, Japan Ministry of Internal Affairs and Communications, as of 4/11/2017.
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CPI - Eurozone (year-over-year % change)
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Nominal growth may return to 20r average

—\Norld Nominal GDP with 2017 IMF forecast
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SourceCharles Schwab, Bloomberg data as of 2/8/2017.
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Faster nominal growth could boost sales

==\Norld Nominal GDP in current US dollars with IMF forecast for 2016 and 2017
——Sales growth for companies in MSCI AC World Index in US dollars
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SourceCharles Schwab, Bloomberg IMF data as of 11/18/2016. Nominal GDP for 2016 and 2017 are IMF forecasts from the October 2016 World Economic Outlook
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Bank stocks globally following yield curves

21 Public

= STOXX Europe 600 Banks - (Index) (Left)
= Yield curve (German government 10 yr less 2 yr yield) (Right)

200

Correlation: 0.90

190\

130

120

110

Jan-16 Apr-16 Jul-16 Oct-16

— Japan Nikkei Banks - Price Index (Left)
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— Yield curve (Japanese government 10 yr less 2 yr yield) - Japan (Right)
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SourceFactSet, Deutsche Bundesbank, Japan Ministry of Finance, as of 3/29/2017.
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Earnings expected to rebound

m 2016 Earnings (yearly % growth) ® 2017 Earnings Estimate (yearly % growth)
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SourceNed Davis, MSCI, consensus forecasts as of 4/3/2017. MSCI EAFE Index = Developed international, MSCI EM index = EM.
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Returns can attract money

——12 month sum of US and international equity fund flows in billions (left scale)

—Five-year rolling % change in global stock market (right scale)
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SourceCharles Schwab, Bloomberg data as of 3/21/2017.
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Trade may
surprise
positively
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- |MF World Export Value of Goods (bilions US dollars)

SourceFactSet, International Monetary Fund, as of 3/29/2017.
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Buttrade volume hit a record high

- |MF World Export Value of Goods (bilions US dollars) (Left)
- CPB World Export Volume (index) (Right)
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SourceFactSet, International Monetary Fund, Netherlands Central Planning Bureau, as of 3/29/2017.
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Trade may surprise naysayers in 2017

m World trade volume (% growth year-over-year)
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SourcefactSet, International Monetary Fund, as of 3/29/2017.
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Protectionist rhetoric may be unrealized

m World trade volume of goods and services annual growth rate
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SourceCharles Schwab, IMF data as of 12/02/2016. *Year 2017 is an IMF forecast of the annual rate based on most recent data available.
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Volatility may
return
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European elections pose a risk

V(IR E-T e MEY France The Presidential race is up for grabs. Theifgint National Front (FN
LJ- NI @ Qa4 OI y RA Rsuppb&risexitng tNAEY Sndiirds
Main contenders Macron (centrist)Fillon(right), Hamon(left), and
Melenchon(far left).

Sept. 24, 2017 HeEyEN) 2 KAES aSNJ] St Qa LI Lz imigréaten K I 3
Alternative for GermanyAfD) party gained some parliamentary
seats last year, a mainstream coalition is likely to prevail.

Mid-to-late 2017 RIELY 9f SOGA2Ya | NBYQil RdzS dzyGAf H7s
possible unstable. The anteuro Five Star Movement (M5S) polls close to t
ruling Democratic Party (PD).

SourceCharles Schwab, as of 4/11/2017.

Public Charles Schwab



Stocks have slid ahead of key votes

==MSCI United Kingdom Index change from 45 days before Brexit vote
==MSC| USA Index change from 45 days before US election
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SourceCharles Schwab, Bloomberg data as of 3/27/2017.
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Brexit: UK faltered after entering EU In 1973

m UK real GDP quarter over quarter % change

o UK entered EU
entere
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SourceCharles Schwab, UK Office for National Statistics data as of 3/29/2017.
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Brexit: consumers currently pulling back

SourceCharles Schwab, UK Office for National Statistics data as of 3/29/2017.
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