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KEY TAKEAWAYS

This month has several
significant events that
have the potential to be
market movers.

The ECB, Fed, and OPEC
meetings are some of the
events we'll be watching.

December is a historically
strong month for the S&P
500, as since 1950, no
month sports a better
average gain or is
positive more often.
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Welcome to December. The year 2016 saw global turmoil in equity, credit, and
energy markets in the initial months; a highly emotional U.S. presidential campaign
and election; and a subsequent equity markets rally with various indexes at new
all-time highs. It isn't over yet though, as several global market-moving events

are on tap in December. With so many significant events ahead, it is important

to be on top of what's coming up. To help you, we've created this guide to the
December market calendar, which provides an overview of key events.

NOVEMBER 30

OPEC MEETING IN VIENNA AUSTRIA

The Organization of the Petroleum Exporting Countries (OPEC), which has largely
been irrelevant for years, is attempting to come together (with the help of non-
member Russia) to limit oil production. If OPEC can agree on a deal, it would be the
organization'’s first production cut since 2008. The negotiations are high stakes and
treacherous, worthy of a John le Carré novel, but the current belief is that some deal
is forthcoming. It also appears that Saudi Arabia, which had been the de facto leader
of OPEC, will accept most of the cuts.

DECEMBER 2

NOVEMBER EMPLOYMENT REPORT

The October jobs report kept the Federal Reserve (Fed) on track to raise

rates in December, as the U.S. economy created 161,000 net new jobs, the
unemployment rate fell to 4.9%, and average hourly earnings—a key gauge of
wage pressures—accelerated to 2.8% year-over-year from 2.7% in September.
Although the headline job number was slightly below expectations (173,000),
the September reading was revised up a significant 35,000. Since mid-2016,
job creation has slowed to 175,000 jobs per month and could continue to

slow further during 2017. The recent job growth trend is right in line with the
expected 175,000 jobs created in November and we anticipate a number in

line with consensus. If there are any surprises, it could come from how quickly
wage growth accelerates, as wage inflation may approach 3.0% by the end of
2016, up from a low of 1.5% in 2012. This is still nowhere close to the pre-Great
Recession pace of 4-4.5%, but further acceleration in that direction in coming
months could still catch the market, and maybe even the Fed, off guard. On
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balance, the labor market continues to tighten and DEEEMBEH ]3 _ M
push up wages, keeping the Fed on track to hike
rates later this month and potentially twice in 2017. FEDERAL RESERVE (FED) MEETING
The Fed'’s policymaking arm, the Federal Open
Market Committee (FOMC), will hold its eighth and
DEBEMBEH 4 final policy meeting of 2016 on December 13-14,
ELECTIONS IN AUSTRIA AND 2016. Barring a sharp downturn in the economic
CONSTITUTIONAL REFERENDUM IN ITALY data or an unusual rise in geopolitical risk in the
On the surface, both of the votes are very different. coming weeks, we expect—and the market has
respective citizens to indirectly express their view on range for the federal funds rate by 25 basis points
European integration, continued membership in the at the meeting. The hike would be the second of
European Union, and use of the euro as a common this cycle; the first came a year ago, in December
currency. Currently more Eurosceptic factions lead 2015. At the December meeting the Fed will also
the polling in both countries. release a new set of economic projections and
more importantly, publish a new set of rate path
projections (the “dot plots”) for 2017, 2018, 2019,
[]EBEMBEH 8 and the “longer run.” Fed Chair Janet Yellen will
EUROPEAN CENTRAL also hold her fourth and final press conference
BANK (ECB) MEETING of 2016 following the meeting. At the September
The European Central Bank’'s (ECB) current policy 2016 meeting, the “_dOt plots” suggest.ed that the
of quantitative easing (QE)—bond buying to keep _FOMC plgnned to hike rates by 50 basis points
interest rates low—will expire in March 2017. The in 2017 if its forecasts for the labor market and
ECB is unlikely to end the program abruptly. More inflation were.met. We concur with the ng’s view
likely, it will announce further measures of support, for 2017, and in our view three 25 basis point Fed
though probably on a schedule that diminishes QE rates hikes are more likely than “_JSt. one in 2017.
over time, similar to the Fed's “tapering” policy Currently, the market has priced in just one 25
that began in 2013 [Figure 1]. basis point hike in 2017.
n EUROPEAN CENTRAL BANK (ECB) IS MAKING UP FOR A SLOW START
® Fed Balance Sheet (Left Scale) ECB Balance Sheet (Right Scale)
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DECEMBER 23 - JANUARY 4

SANTA CLAUS RALLY

One of the more well-known Wall Street seasonal
patterns is the Santa Claus rally. Although this
historically bullish time for equities properly refers
to the last five days of the year and first two days
of the following year, people generally associate it
with the entire month of December. Going back to
1950, no month is more bullish, as the average gain
for the S&P 500 is 1.6% and the index is higher
76% of the time, both the highest of all 12 months.
When the S&P 500 is up more than 5% for the
year heading in December (like 2016 likely will

be), this jumps to an even stronger average gain of
2.1% during December.

The traditional Santa Claus rally timeframe (the
last five days of the year and first two days of the
following year) have gained an average of 1.4%
and have been higher 77% of the time since 1950.

What is interesting is in the past two years these
historically strong seven days have been lower

by 3% two years ago and 2.3% last year and

the month of January was down 3.1% and 5.1%,
respectively. In other words, if Santa doesn’t come,
we could be in for a rough January.

GONGLUSION

December is an important month for global events.
Any of these events may move global markets, and
with many potential market-moving events packed
close together, it could be time to buckle your seat
belts. Although this is the feel-good time of the
year and equity markets are historically higher, we
advise preparing for a potentially bumpy ride.

Most importantly, we wish each of you a happy
holiday season filled with happiness, health,
and cheer. m

Thank you to Matthew Peterson for his contributions to this report, and
please see the next page for our December calendar.
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IMPORTANT DISCLOSURES

The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any individual. 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.

The economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that strategies promoted will be successful.
Investing in stock includes numerous specific risks including: the fluctuation of dividend, loss of principal, and potential liquidity of the investment in a falling market.

International investing involves special risks such as currency fluctuation and political instability and may not be suitable for all investors. These risks are often
heightened for investments in emerging markets.

INDEX DESCRIPTIONS

The S&P 500 Index is a capitalization-weighted index of 500 stocks designed to measure performance of the broad domestic economy through changes in the
aggregate market value of 500 stocks representing all major industries.

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.

Not FDIC or NCUA/NCUSIF Insured | No Bank or Credit Union Guarantee | May Lose Value | Not Guaranteed by Any Government Agency | Not a Bank/Credit Union Deposit
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