


Important Notes

This presentation is for educational purposes only. Nothing we will talk about
should be considered a recommendation to buy or sell any security. Many risk
controlled investments are complex products and any specific product should be
reviewed by you and/or your financial advisor before purchasing.

Securities and Investment Advisory Services offered through Cetera Advisor
Networks LLC, member SIPC. Adams Financial Partners, Inc. and Cetera Advisor

Networks, LLC are not affiliated.

Branch Address: 4141 Parklake Avenue - Suite 120 - Raleigh, NC 27612
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Winds of Change

Most working adults understand
capitalism and how things work in the
American economy. If President Trump
is successful at moving his economic
policy ideas forward, the new rules
may be game-changers.
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Trump’s Perspective

Excess regulation hurts the American economy
Investment in American infrastructure is required
Nationalism will create American jobs

Wage inflation will increase American labor force
Increased spending in technology and military
Increased deficit spending is not a concern
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Excess Regulation

Steady climb of regulations since financial crises
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Infrastructure Spending

Potential areas for spending

American Society of Civil Engineers Report Card for American Infrastructure American Society
Overall Rating D+ The use of private investment has become increasingly important. of Civil Engineers
Solid Waste B-  Americans generate 250 million tons of trash. REport
£  Public and
;T% Recreation C- 140 million Americans use public parks as part of their daily lives. Source:
S Deutsche
i= Ports C 95%+ of trade produced/consumed by U.S. moves through our ports. Global
= oba
% _ o N _ _ o Markets
ridges + million trips taken yearly over deficient bridges. 1 in 9 deficient.
S Brid C 200 million trips tak 1 def t brid 1in9 def t
m
Rail C+  Amtrak ridership at record high. "
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Infrastructure Spending

Certain areas for spending

Aviation D Cost of airport congestion and delays is $22 billion.
Inland D- Waterways not updated since the 1950s.
Waterways
Levees D-  There are 100,000 miles of levees in the U.S.
Dams D Average age of dams in the U.5_is 52, 4 000+ are deficient.
Drinking D Pipes are over 100 years old. 240,000 water main breaks per year.
o Water
=
= Ha:vardous D 1in 4 Americans live within three miles of hazardous waste site.
o aste
Roads D Roads cost economy $101 billion in wasted time and fuel annually.
Schools D Spending on schools half the level spent prior to "Great Recession.”
Transit D 1/3 of Americans don't drive cars, 45% lack access to public transit.
Waste Water D Government required more than $15 billion in pipes, plants.
Energy D+ Electrical grids and pipeline systems originated in the 1880s.
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What is Nationalism?

WORKING.
UNEIeE |

FREE TRADE IS

The process of creating and
providing for all needed
goods and services within our
own boarders.

Consider Nationalism to be
the opposite of Globalization.
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Nationalism effect on Jobs

Labor force participation rate decline since 2007 peak*
Population employed or looking for work as a % of total, ages 16+

. Driving up wages on
b -

entry level jobs could

66% A attract workers back

Cyclical to into employment.
65% -
64 Source:
° Labor force JP Morgan

articipation rate
63% A PSSRt

Jun. 2017: 62.8%
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More Jobs, No Extra Workers =

Employers are forced to pay
higher wages to maintain staff
to meet demand for services as
more jobs are created on a
static labor pool.

The result is wage inflation.
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Wage Inflation will Result

Growth in working-age population from increasing the number of
Percent increase in civilian non-institutional population ages 16-64 J obs available without

1.8% - . . 1 Census . .

1.6% - . Immlgrant . Native born : forocast IncreaSIng the Supply Of

1.3% 1.4% —

1.4% - workers.
1.2% -
1.0% -
0.8% -
0.6% -
0.4% -
0.2% -
0.0% -

We are projected to have less
than 1% per year workforce
growth in the U.S.

Source: JP Morgan "
'77-'86 '87-'96 '97-'06 '07-'16 '17-'26
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Increased Technology Spending

If the President’s plan to dramatically
increase U.S. jobs is successful, then we
would anticipate widespread technology
investment by companies seeking to
control rising wage costs (by increasing
their productivity per employee.) ’
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Increased Military Spending

S CmpE Y

b ','

President Trump has noted repeatedly
his intention to build up our armed
forces capabilities. Additionally, he has
referenced that the USA will be
colleting payment for the use of our
military assets.
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Trump’s Tax Reform

* 3 Tax Brackets — 10%, 25%, 35%

* No Estate Tax, NO AMT, No Obamacare Surcharge

* Only personal deductions are mortgage & charitable
e Corporate tax of 15%

e Standard deduction amounts double

Source: WSJ May 11
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Why are Stock Prices Rising?
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Characteristic Mar. 2000 Oct. 2007 Jun. 2017

Index level 1,527 +» 1,565 -» 2,423

PJ/E ratio (fwd.) 27.2x » 157x > 17.5x

Dividend yield 11% +» 1.8% » 2.1%

10-yr. Treasury 62% » 47% > 2.3%
Oct. 9, 2007

Mar. 24, 2000
P/E (fwd.) = 27.2x
1,527

Oct. 9, 2002
P/E (fwd.) = 14.1x
777

P/E (fwd.) = 15.7x
1,565

Mar. 9, 2009
P/E (fwd.) = 10.3x
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Jun. 30, 2017
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Why are Stock Prices Rising?

On March 2" 2017 former Federal Reserve
Chairman Alan Greenspan responded “..stock prices
are beginning to reflect the removal of a long
period of political uncertainty. We are beginning
to see valuations move back toward more normal
multiples.”
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Why are Stock Prices Rising?

= Expected higher corporate earnings from increased infrastructure,
military, and technology spending

=  Trump's clear intention to reducing costs of excess regulation

= Nationalistic policies putting more U.S. workers to work creates
more income to spend.

= (Improving global economy is contributing too.)
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So, What is the Downside?

Consequences of inflation include-

Investors tend to be better served than savers
Inflation without productivity gains diminish corporate profits
Americans living on fixed income struggle to maintain lifestyle
Deficit spending can cause structural problems

A
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Increased Federal Deficit?

President Trump has a long standing history borrowing in
order to grow revenue. With our current national deficit
lingering around 75%? of one year’s GDP, chances are that
the President’s vision would allow that to float even higher
if the borrowed money is being invested into American
assets that will grow our economy.

1 Source: JP Morgan
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The Trump Outlook
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How to Invest from here...

If Trump policies work to produce a robust
American Economy, we would want to own

U.S. Stocks.

If Trump policies produce economic instability,
political turmoil, or spiraling debt, we would
want to avoid U.S. Stocks. ’A
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The Need to Diversify
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The S&P 500 has outperformed most asset classes for the past four consecutive years. This multi-year
outperformance is historically unusual for any asset class, but does not diminish our conviction in the need for

investors to own well-diversified portfolios.

Emerging Merkel Equiy TSI SR
Y 4%

Source:
Goldman Sachs
Asset Management
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Diversification works to limit volatility
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The timeline takes us from the top of the Tech Bubble, through the
bear market of 2000-2002 and recovery to the peakin October 2007.

| 1
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Until it doesn’t work...

Declines from October 9, 2007 to March 9 2009

Source:
D-short.com,
data thru
November 2014

VBM FX: Total Bond Index = 7.4%
——— WPACX: Pacific Index = -54.9%
VFINX:S&P 500 Large Cap = -55.3%

-40% .
——— VTRIX: Intermational value = -58.8%
———WVIVAX: Large Cap Value = -59.2%

s E ——— NAESX: Small Cap =-59.3%

—VISVX: Small Cap Value = -60.3%
——— VEIEX: Emerging Markets = -61.2%
-60% | ~———— VEURX: European Index =-62.3%
VGSIX: REIT Index = -69.3%
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AFP Defined Risk Strategy

Risk management process is designed to help limit
large losses that typically result from short-term
fear selling in the stock market. It is essentially a
stop-loss process triggered when a specific equity
benchmark trades below its 200-day average (we
sell stock holdings on this trigger.)

Complete information at www.adamsfinancial.com "
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Conclusions

= Job market to continues to produce more jobs with rising wages.

= |mproved earnings in manufacturing, cyclicals, materials, and
technology stocks in response to emphasis areas of Trump agenda.

= Cost for goods and services are likely to rise greater than interest rates.

= |t will become important to own assets that benefit from inflation, but
equally important to have a risk management process in place.
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Questions?

L

TRUMPONOMICS




L R D e e e L R S D R P e D S T
bt ki i s SN
-

B7e7e7070707070Ta7s

17878787478 78707



¥e2 Nextyear

is too lateto

think about
. savingon

4 thisyear's

Navigating

S your way

through
Medicare

_ isenough to

make you sick.

"4 Millennials

facethelargest
divide between
therichand

the poor
in history.

Financial knowledgn '
decidewhat camp ‘
oy land in

[__]
Apas

How is
the Trump
economy
affecting
your
economy?

Making the
wrong choices

“ about

Saocial Security
will cost you the
rest of your life.

Think you're
ready tostart
your own
business?
Good luck
with that.




Next year

is too lateto
think about
saving on
thisyear’s
taxes.
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