Panic brings buying opportunities

Where are we now?

The S&P 500 index is within 2% of its 200-day moving average and, at this level, would be 12% from its peak.

The last time we saw an episode like this was the China capital flows scare of January 2016 when the market retreated -14% and, prior
to this, the Flash Crash in August 2015 when the market declined -12%. In the context of where the economic recovery is now versus
then, this could easily be considered a greater 'risk-off' event.

Adding weight to the view that there is some degree of ‘panic’ in the market, the VIX index is at its highest levels in the past five years
and has spiked to twice its highest level that it experienced in the past 12 months. Indeed, since the inception of the index in 1990, it is
in the top decile of observations.

However, from an economic perspective, little has changed over the past few months. The global growth outlook remains robust and
synchronised, with forecasts continuing to be tilted higher. Inflation pressures, while stirring, remain modest and entirely consistent
with the notion that central banks globally will be able to remove accommodative monetary policy in a very gradual manner.

We continue to view the cycle as maturing, not ending; it seems unlikely to us that some of this won't underpin further upgrades to
company earnings ahead, supporting now much less demanding equity valuations. Some rise in bond yields has been anticipated,
and while the recent US tax package adds some upside risk, the lack of evidence of an unexpected sharp and sustained rise in
inflation ahead, should continue to support only a gradual rise in bond yields.

This time it’s different

Since 1950, there have been 12 occasions where the S&P 500 index has delivered a return in excess of 5% in the month of January.
Only on one of these occasions (in 1987) did the index decline in the following 11 months. Unlike in 1987, the January 2018 return of 6%
was driven entirely by earnings per share revisions, rather than multiple expansion.

Rising interest rates have been limiting price/earnings expansion beyond recent (above average) multiples. Recent weakness has
returned multiples to more undemanding levels, while corporate buybacks, corporate earnings growth and household demand should
also support buying from here.

Panic brings buying opportunities

Against a backdrop of panic, there are some clear fundamental ‘buy’ signals:

e Synchronised global economic growth favours equity markets and supports a pro-cyclical exposure.
e We remain in a dividend bull market where the prospect of lower dividends for now is low.

e Equities still remain an attractive asset class versus bonds, including credit.
e  Corporate earnings are still being revised higher.

We continue to see value in European equities, which is our key overweight position. We favour cyclicals over defensives and
stocks with dividend growth (as opposed to dividend yield). We recently moved more underweight global bonds to reflect the
likelihood that we have passed the low point in inflation.

As an interesting note, history has shown us that European equity returns over 3-month, 6-month and 12-month periods have been
highest from the point at where the VIX index reaches the top decile. Once the index trades to this decile, the average 12-month return
for European equities has been around 20%.
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IMPORTANT NOTE

This document has been prepared by Crestone Wealth Management Limited (ABN 50 005 311 937, AFS Licence No. 231127) (Crestone Wealth Management). The
information contained in this document is of a general nature and is provided for information purposes only. It is not intended to constitute advice, nor to influence a person
in making a decision in relation to any financial product. To the extent that advice is provided in this document, it is general advice only and has been prepared without
taking into account your objectives, financial situation or needs (your Personal Circumstances). Before acting on any such general advice, we recommend that you obtain
professional advice and consider the appropriateness of the advice having regard to your Personal Circumstances. If the advice relates to the acquisition, or possible
acquisition of a financial product, you should obtain and consider a Product Disclosure Statement (PDS) or other disclosure document relating to the financial product
before making any decision about whether to acquire it.

Although the information and opinions contained in this document are based on sources we believe to be reliable, to the extent permitted by law, Crestone Wealth
Management and its associated entities do not warrant, represent or guarantee, expressly or impliedly, that the information contained in this document is accurate,
complete, reliable or current. The information is subject to change without notice and we are under no obligation to update it. Past performance is not a reliable indicator of
future performance. If you intend to rely on the information, you should independently verify and assess the accuracy and completeness and obtain professional advice
regarding its suitability for your Personal Circumstances.

Crestone Wealth Management, its associated entities, and any of its or their officers, employees and agents (Crestone Group) may receive commissions and distribution
fees relating to any financial products referred to in this document. The Crestone Group may also hold, or have held, interests in any such financial products and may at any
time make purchases or sales in them as principal or agent. The Crestone Group may have, or may have had in the past, a relationship with the issuers of financial products
referred to in this document. To the extent possible, the Crestone Group accepts no liability for any loss or damage relating to any use or reliance on the information in

this document.

This document has been authorised for distribution in Australia only. It is intended for the use of Crestone Wealth Management clients and may not be distributed or
reproduced without consent. © Crestone Wealth Management Limited 2018.
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