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June 7, 2018
Dear Valued Investor,

The summer months are almost underway, which means that both vacations and midyear check-ins are ahead.
As we approach the midpoint of 2018, many of us will take this opportunity to reflect on what we’ve seen so far
and what may be ahead for the rest of the year. But we’re not quite there yet! So as we kick off the month of June,
we look at some valuable takeaways coming out of recent action in Italy and provide a quick check-in on the

U.S. economy.

The impact of Italy’s shift in government has been a hot topic during the past couple of weeks. Three months
after Italy’s election, political uncertainty led to heightened concern that Italy’s populist coalition may try to pull
out of the European Union and Eurozone (countries that use the euro as their currency). The potential for Italy
to operate outside of the Eurozone prompted investors to reassess the risk of Italy’s government debt, leading to
large sell-off in Italian government bonds and triggering stocks to fall globally.

In hindsight, markets may have overreacted to Italian political risk. These moves partially reversed after markets
digested the news and backed off the worst-case-scenario mindset. We don’t expect Italy to leave the Eurozone,
although political unrest may continue, which could weigh on Europe’s outlook. One positive takeaway from the
market’s initial reaction, however, is the role that high-quality bonds played. Investors reacted to the sell-off

by flocking to U.S. Treasuries, reaffirming our view that high-quality bonds are an important element of a
well-balanced portfolio, particularly amid stock market volatility.

In U.S. economic news, the big headline was the May jobs report, which was generally positive. The report
indicated that job growth may be accelerating, wage growth is increasing, and the unemployment rate is near
a 50-year low. Wage growth is not at a level that would alarm the Federal Reserve (Fed), but likely keeps the
Fed on track to increase interest rates at its next meeting this month (June 12—13), which is widely anticipated
by the markets. We expect this healthy labor market to continue to provide support for the economy and
consumer spending.

Overall, we think the global economic backdrop, particularly in the U.S., remains intact. Although the situation
in Italy is an ongoing risk worth monitoring, we don’t believe it indicates a change in the trajectory of the
global economy.

Rest assured that as the days become longer and summer unfolds, we’ll continue to keep a close eye on
developments in Italy and around the globe, watching for any potential impacts for investors. Stay tuned next
month for a more in-depth look at where the markets and global economy stand at midyear.

As always, if you have any questions, please reach out to your financial advisor.
Sincerely,
John Lynch

EVP, Chief Investment Strategist
LPL Research
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The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any individual security. To
determine which investment(s) may be appropriate for you, consult your financial advisor prior to investing.

All performance referenced is historical and is no guarantee of future results. Indexes are unmanaged and cannot be invested into directly. Economic forecasts
set forth may not develop as predicted.

Investing involves risks including possible loss of principal. No investment strategy or risk management technique can guarantee return or eliminate risk in all
market environments. Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values will decline as interest rates rise and bonds are
subject to availability and change in price.

This research material has been prepared by LPL Financial LLC.

To the extent you are receiving investment advice from a separately registered independent investment advisor, please note that LPL Financial LLC
is not an affiliate of and makes no representation with respect to such entity.
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