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Under federal tax
law, the maximum
amount an employee
can borrow from his
or her plan account is
50% of the vested
account balance or
$50,000, whichever is
less.

Plan Loan and Hardship Distribution Requests

 
For many employees, the assets in their 401(k) plan accounts represent a majority of their savings. Not
surprisingly, these employees may sometimes make requests for plan loans and hardship distributions. If you
are receiving distribution requests, the following information should be a helpful review for handling them.

Employers sponsoring 401(k) plans are not required to offer plan loans or hardship distributions. However,
many employers include plan loan and hardship provisions in their plans to encourage employees to
participate. The reasoning is that, if employees know they can access the money in their plan accounts if they
really need to, they will be more comfortable contributing to the plan.

Plan Loans

Under federal tax law, the maximum amount an employee can borrow from his or her plan account is 50% of
the vested account balance or $50,000, whichever is less. An exception to this rule is when 50% of the vested
account balance is less than $10,000. In this case, if the plan allows, the participant may borrow up to
$10,000. Most plan loans must be repaid within five years. However, loans used to buy a principal residence
may have a longer repayment period. Loans are typically repaid through payroll deduction.

To help control the use of plan loans, many employers impose restrictions, such as loan fees and a minimum
loan amount (usually between $500 and $1,000), and place limits on the number of outstanding loans an
employee can have at a time.

Hardship Distributions

The plan documents must specify a method for determining eligible hardships. Hardship distributions --
unlike loans -- are not repaid to the plan. While the plan generally can allow a hardship distribution for any
reason, it must have established rules to ensure that the distribution will be used for an immediate and heavy
financial need.

The safe harbor method permits hardship distributions to: (1) pay certain medical expenses incurred by the
participant, participant's spouse, or dependents; (2) purchase a principal residence; (3) cover post-secondary
educational expenses for the participant, the participant's spouse, children, or dependents; (4) prevent eviction
from or foreclosure on a principal residence; (5) pay the funeral/burial expenses of a spouse, parents, children,
or dependents; and (6) certain expenses related to the repair of damage to the participant's principal
residence.

Hardship distributions generally are limited to the amount of the employee's total elective contributions as of
the date of distribution minus the amount of any previous hardship distributions.

Please talk with us if you have questions about plan loans, hardship distributions, or your retirement plan's
provisions for them.

© 2017 DST Systems Inc. All rights reserved.

1-608858
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With a profit sharing
plan, the employer
benefits because
contributions to the
plan are deductible
(as long as the
relevant tax law
requirements are
met).

Profit Sharing Plans: A Win-Win Benefit for Your Business

 
What can you do to keep your workforce satisfied? Experts admit that keeping personnel content can be
difficult even in the best of economic times. Convincing them that they have a direct impact on the business,
and making sure that they share in its success -- which, after all, depends on them -- are ways to encourage and
reward employees. Over the years, business owners have learned that one of the most effective ways to
accomplish these goals is through the use of a profit sharing retirement plan.

Profit sharing plans offer benefits for both employees and employers. Under a typical plan, the employer
makes contributions from profits to plan accounts established for individual employees. The amount of the
contributions is based on the level of profits for a given year. When they retire, employees are entitled to the
profit sharing contributions along with any account earnings that have accumulated over the years. It is not
unusual for a profit sharing plan to be coupled with a 401(k) salary deferral plan. This allows employees to
make tax-favored contributions of their own to the plan, which potentially helps them build up even more
retirement funds for the future.

In general -- and especially in times of economic uncertainty -- a small or fledgling business may be hesitant to
set up an employee retirement plan that will require contributions to be made every year. With a profit sharing
plan, there is no such requirement. The employer is able to choose, based on how the business has done in a
particular year, whether to make a contribution to the plan. If the business is not in a financial position to
contribute to the plan, no contribution is required. Or, an employer might decide to reduce the size of the
contribution he or she had hoped to make. A profit sharing plan offers this flexibility.

With a profit sharing plan, the employer benefits because contributions to the plan are deductible (as long as
the relevant tax law requirements are met). The sponsoring employer also benefits because employees realize
that their employer has made a commitment to them. They feel they have a stake in the business, which can
improve morale and even reduce employee turnover. Long term, that can boost the business' profitability, too.

A profit sharing plan is established for the exclusive benefit of employees or their beneficiaries and must not
discriminate in favor of highly compensated employees. Certain requirements regarding coverage and the
eligibility of employees to participate must also be met.

Employees reap various benefits in addition to the potential build-up of retirement funds. One benefit is the
tax advantage that comes with a profit sharing plan. Contributions made to such a plan are generally not
taxable until employees receive distributions from the plan when they retire (or under certain other
conditions). Plan earnings are also not taxable while they are held by the plan. And an owner-employee can
benefit the same as other employees, as long as the tax law's nondiscrimination rules are followed.

If you would like to look into the potential benefits of a profit sharing plan -- for your employees and your
business -- contact your retirement plan advisor.

© 2017 DST Systems Inc. All rights reserved.

1-608891
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Bond Market Perspectives | Week of June 5, 2017

 

HIGHLIGHTS

Municipal bonds have performed well in 2017, mirroring the direction of Treasury bonds.
Valuations are stretched, however manageable supply and heavy coupon reinvestment during the
summer months may stabilize prices in the near term.
Municipal bonds have very little correlation to stocks and high-yield bonds and therefore could be used
to potentially increase credit quality and diversify portfolios.

MUNICIPALS ON THE MENU

Thus far in 2017, municipal bonds have performed well, similar to the positive returns experienced in the first
half of 2016. This has many wondering if it is 2016 all over again, when municipals sold-off in the second half
of the year. Similarities to 2016 include returns, stretched valuations, and higher prices; however, we are
forecasting a more gradual increase in supply to close 2017, as opposed to 2016, when supply spiked at
year-end as issuers priced deals in advance of the U.S. election. This dynamic, coupled with the delay in
political programs centered on taxation and infrastructure spending, may relieve some of the headwinds that
were prevalent last year. Although credit issues have surfaced in Puerto Rico and more recently in Illinois
(though not to the same extent), they appear to be isolated. Despite higher prices to date, we continue to favor
high-quality municipals as they offer a tax-advantaged way to help diversify portfolios, with very little
correlation to stocks and higher risk bonds.

PERFORMANCE HAS BEEN SOLID…

The Bloomberg Barclays Municipal Bond Index posted a total return of 1.5% in May, and 4.4% year to date.
This is much improved from the sell-off that occurred in late 2016 when the index lost 3.7% in November (the
worst month since September 2008), underperforming the Bloomberg Barclays Aggregate Bond Index by 1%.
Although performance has been better and the similarities in returns to 2016 are worth noting, it is important
to realize that the technical setup then was different. Last year, municipals experienced 56 weeks of cash
inflows prior to October 2016, resulting in greater demand. This year, inflows have been positive but muted,
resulting in less overbought conditions, which could provide stability to the market.

…BUT RELATIVE VALUATIONS ARE STRETCHED

Municipal bond investors often pay a higher price (and receive less yield) for the added benefit of the tax-free
income they receive. Generally, when municipal prices are below comparable taxable bond prices, municipal
bonds are said to be cheap. Another way to compare relative value is to look at the ratio of municipal bond
yields to similarly dated Treasury bond yields, where higher ratios represent cheaper relative valuations for
municipals. Historically, using Bloomberg pricing data, a 10-year ratio above 85% and a 30-year ratio above
95% is thought to represent value. Currently, the 10-year ratio is 86%, above the historic average, but more
expensive than the 5-year average of 96.2%. The 30-year ratio is now at 97%, also above its historic level, but
expensive compared to the 5-year average of 102%. (Note that ratio figures may differ depending on the data
source used.)

In addition to ratios showing that municipals are slightly expensive, absolute yields are coming down as well.
The AAA Bloomberg Municipal Benchmark 10-Year Index, which measures characteristics for highly rated
AAA municipal bonds, now yields 1.85%, well below the multi-year high in yield of 2.57% on December 1, 2016.

BOND SUPPLY

The supply of new bonds priced in the primary market also affects the relative value of municipals .[Figure 1]
May's issuance of $13.2 billion was higher than the 10-year monthly average of $11 billion but this has caused
very little price weakness in the market. Historically, demand increases and supply tends to shrink between
July and August, making this a decent time for municipal bonds. That said, with demand higher and yields
lower, issuers may take advantage of the high prices being paid for bonds and issue after the summer months,
which could lead to price weakness.

http://lpl-research.com/NOD/06062017_BMP_Figure1.pdf
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INFLOWS ARE POSITIVE, FOR NOW

With the seasonally high municipal supply months of March through May behind us, the monthly cash flows
into and out of municipal bond funds will be a more important driver of demand moving forward .[Figure 2]
June is a heavy coupon reinvestment period, when many interest rate payments are received and reinvested
back into the market, which should keep prices in check. High cash inflows lead to greater demand, which in
turn drives yields lower, all else equal. With the supply picture turning more favorable and the potential for
fund inflows to remain positive, prices should remain stable. This may provide the confidence investors need
to reenter the market, even at these stretched prices.

CONCLUSION

Investment-grade and high-yield municipals are off to a good start in 2017. Moving forward, we do not expect
a repeat of 2016's second half sell-off as supply is expected to be lighter through the summer months, and
outflows may be offset with coupon cash coming back into the market when investors reinvest cash flows.
Tax-free yields relative to taxable U.S. Treasuries are lower than in late 2016, but with proposed tax cuts and
increased infrastructure spending potentially pushed back to 2018, we are forecasting a more stable year-end
for municipals in 2017. We favor investment-grade municipal bonds as they offer very little correlation to
stocks and can be used to potentially increase credit quality and diversify portfolios. We remain neutral to
underweight municipal high yield as the longer maturity profile can be volatile in rising rate environments.

http://lpl-research.com/NOD/06062017_BMP_Figure1.pdf
http://lpl-research.com/NOD/06062017_BMP_Figure2.pdf
http://lpl-research.com/NOD/06062017_BMP_Figure2.pdf
http://lpl-research.com/NOD/06062017_BMP_Figure2.pdf
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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 reference is historical and is no
guarantee of future results. All indexes are unmanaged and cannot be invested into directly.

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.

Because of their narrow focus, specialty sector investing, such as healthcare, financials, or energy, will be
subject to greater volatility than investing more broadly across many sectors and companies.

Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values and yields will
decline as interest rates rise, and bonds are subject to availability and change in price.

Municipal bonds are subject to availability, price, and to market and interest rate risk if sold prior to
maturity. Bond values will decline as interest rate rise. Interest income may be subject to the alternative
minimum tax. Federally tax-free but other state and local taxes may apply.

High-yield/junk bonds are not investment-grade securities, involve substantial risks, and generally should
be part of the diversified portfolio of sophisticated investors.

Government bonds and Treasury bills are guaranteed by the U.S. government as to the timely payment of
principal and interest and, if held to maturity, offer a fixed rate of return and fixed principal value.
However, the value of fund shares is not guaranteed and will fluctuate.

Correlation is a statistical measure of how two securities move in relation to each other. Correlations are
used in advanced portfolio management.

The Investment Company Institute (ICI) is the national association of U.S. investment companies, including
mutual funds, closed-end funds, exchange-traded funds (ETFs), and unit investment trusts (UITs). Members
of ICI manage total assets of $11.18 trillion and serve nearly 90 million shareholders.

INDEX DEFINITIONS

The Bloomberg Barclays Municipal Bond Index is a market capitalization-weighted index of
investment-grade municipal bonds with maturities of at least one year.

The Bloomberg Barclays U.S. Aggregate Bond Index is a broad-based flagship benchmark that measures the
investment-grade, U.S. dollar-denominated, fixed-rate taxable bond market. The index includes Treasuries,
government-related and corporate securities, MBS (agency fixed-rate and hybrid ARM pass-throughs), ABS,
and CMBS (agency and non-agency).

AAA Bloomberg Municipal Benchmark 10-Year Index is an unmanaged index with maturities between nine
and twelve years. The Bloomberg Barclays 10-Year Municipal Bond Index is the 10-Year total return subset
of the Bloomberg Barclays Municipal Bond Index.

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 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

Tracking #1-614949 (Exp. 06/18)
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Weekly Market Commentary | Week of June 5, 2017

 

HIGHLIGHTS

MLPs can provide investors with exposure to a niche, yet vital, aspect of the energy production chain.
MLPs are sensitive to a number of factors, including the prices of oil and natural gas, interest rates, and
the overall performance of the stock market. Yet at times, the performance of MLPs does not seem very
connected to any of them.
Despite poor performance year to date, MLPs may seem well positioned going forward.

MASTER LIMITED PARTNERSHIP: MORE GOING ON THAN OIL PRICE

Master limited partnerships (MLP) appear to be a natural way to invest in the changing energy landscape.
MLPs are exclusively focused on energy infrastructure in the United States and Canada. North American
energy production has become a dominant factor in the price of oil and in the North American drive to be
energy independent. Yet, the pricing and performance of MLPs can be complicated, influenced by systemic
factors, such as the prices of oil and gas, interest rates, and movement in the equity markets. MLPs are also
influenced by the degree of success of each individual partnership, in the same way that traditional stocks'
performances are determined by both market and individual factors. Despite recent performance, we believe
that the sector may still represent a good long-term investment option to potentially profit from increased
North American energy production.

WHAT IS AN MLP?

MLPs are technically partnership interests that issue units, instead of shares, that often trade on national stock
exchanges. Partnerships are legal entities that by definition have a pass-through tax structure and do not pay
federal or state income taxes. In order to qualify for this treatment, the partnership must generate more than
90% of its income as "qualifying income." The definition of "qualifying income" has changed over the years,
and has been largely limited to payments related to natural resources, commodities, and real estate. In
practice, this means that MLPs are typically involved in transportation and storage of oil and natural gas.
Unlike real estate investment trusts (REIT), MLPs are only required to pay out "available capital," whereas
REITs are required to pay out 90% of income received. Because the revenue of an MLP is determined by the
amount of oil or gas flowing through the pipeline, not the price of that commodity, MLPs are often referred to
as "energy toll roads."

MLPs are required to pay out most of their income and that income is exempt from income tax. Furthermore,
the actual distribution from the MLP is frequently characterized as a return of capital, as opposed to income,
so the unit-holder does not pay income tax at the time of distribution. Consequently, MLPs historically have
higher yields than the dividend yield on the broad stock market averages, or than the yield on investment
grade bonds. As a result, MLP may be a potential play for investors seeking quarterly distributions, much like
REITs. The tax component does present an element of uncertainty to MLP pricing; as a function of the tax
code, their status could be removed by Congress. In addition, lower personal and corporate income taxes may
make MLPs less attractive.

THE CHANGE IN ENERGY FORTUNES

Historically, the United States was heavily dependent on imported oil, with much of that oil coming from the
Middle East. In 1981, after the two major oil supply shocks of the 1970s, Congress created the concept of the
MLP to encourage private capital investment in U.S. energy production. Interest in MLPs, and their tax
advantaged nature, grew substantially over the years, until Congress clarified rules in order to limit their use
primarily to oil and gas-related companies. However, it was really the development of drilling technologies,
most notably hydro-fracturing (fracking) that led to sustained interest in MLPs.

Primarily due to the changes in drilling technology, North America is largely energy self-sufficient. The United
States has all the natural gas (and coal) it needs, quite possibly for generations. Due to increased domestic oil
production, the U.S. only imports about 25% of its oil, and approximately 45% comes from Canada and
Mexico, countries where U.S. based MLPs help facilitate movement of energy. As a result, almost all energy
consumed in the U.S., quite literally all the natural gas, and over 85% of the oil has some connection to MLPs.

The prospective future of MLPs was enhanced after the 2016 election. U.S. oil and gas production increased
significantly during the past five years, despite skepticism about the safety of fracking from the Obama
administration and a number of state governments. The Trump administration promised to be much more
energy friendly, with promises to roll back regulations and approve permits for additional energy development.
According to Bloomberg, there is an estimated that there is about $50 billion in energy projects waiting
permitting. Thus far, the Trump Administration has been unable to speed up the process or deal with this
backlog. One reason for the delay is that the Federal Energy Regulatory Commissioner (FERC), the main
regulatory body for energy infrastructure, only has two of its five commissioners seated, and one of those two
announced she would not stay on after her term expires this June.
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We view the current rebalancing of oil supply and demand to be very positive for domestic energy production,
and therefore MLPs, going forward. Reduction in supply from OPEC has been met with increased production
from North America. This should benefit Canadian and U.S. MLPs, some of which connect with pipelines into
Mexico as well.

WHAT MOVES AN MLP?

Though conceptually, investing in MLPs should be straightforward, there are areas of confusion. While many
factors drive MLP performance, different factors dominate at different times.  details how much ofFigure 1
the MLP index's performance can be attributed to different factors. Overall, the most consistent factor
determining MLP performance is still the broad equity market (as measured here by the S&P 500). The price
of oil matters most to MLP performance when oil is at its most volatile, such as near oil's peak price in
mid-2008 and near the end of its price collapse in the beginning of 2016.

What is somewhat surprising is how seldom interest rates are a major factor in the performance of MLPs. One
often hears MLP investors express confidence, or concern, regarding their investment based on movements in
the bond market. Changes in yield on the 10-year Treasury bond are seldom the primary driver of MLP
returns, though they were in parts of 2012 and 2013. But movement in the bond market is frequently a
secondary driver. Therefore, we often look to yield to determine when MLPs are attractively valued. Figure 2
displays the yield of both MLPs and REITs relative to Treasury yields. With overall yields low, investors
frequently look to alternative sources for income. At current levels, MLP yields should be attractive to
investors, assuming stability in oil prices.

CONCLUSION

The performance of MLPs has been disappointing lately even as stock prices have increased, we believe due to
the decline in oil prices this year. However, oil prices do not have to rise for MLPs to appear attractive, they
just need some stability. We see a strong fundamental backdrop for MLPs with increased North American
production and what is likely to be an easier regulatory environment going forward. Combined with attractive
valuations, we believe MLPs have a role in a diversified investment portfolio.

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

http://lpl-research.com/NOD/06052017_WMC_Figure1-2.pdf
http://lpl-research.com/NOD/06052017_WMC_Figure1-2.pdf
http://lpl-research.com/NOD/06052017_WMC_Figure1-2.pdf
http://lpl-research.com/NOD/06052017_WMC_Figure1-2.pdf
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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.

Because of its narrow focus, specialty sector investing, such as healthcare, financials, or energy, will be
subject to greater volatility than investing more broadly across many sectors and companies.

The fast price swings in commodities and currencies will result in significant volatility in an investor’s
holdings.

All investing involves risk including loss of principal.

INDEX DESCRIPTIONS

The Standard & Poor’s 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.

The USD Index measures the performance of the U.S. dollar against a basket of foreign currencies: EUR,
JPY, GBP, CAD, CHF and SEK. The U.S. Dollar Index goes up when the dollar gains “strength” compared to
other currencies.

The Alerian MLP Index is a composite of the 50 most prominent energy master limited partnerships that
provides investors with an unbiased, comprehensive benchmark for this emerging asset class. The index,
which is calculated using a float-adjusted, capitalization-weighted methodology, is disseminated in real time
on a price-return basis (NYSE: AMZ) and on a total-return basis (NYSE: AMZX).

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 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

Tracking #1-614527 (Exp. 06/18)
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Weekly Economic Commentary | Week of June 5, 2017

 
KEY TAKEAWAYS

Based on our analysis, the Beige Book continues to deliver a positive view of the U.S. economy. 
The Beige Book Barometer (strong words minus weak words) fell slightly to +75 in April, indicating
continued steady economic growth.
Words related to wage pressure have risen slightly over the last six months, indicating a modest but
still very manageable impact.

BEIGE BOOK SUGGESTS CONTINUED MODEST ECONOMIC GROWTH

The latest edition of the Federal Reserve's (Fed) Beige Book, released Wednesday, May 31, 2017, continued to
deliver a positive view of the U.S. economy. The Beige Book is a qualitative assessment of the domestic
economy and each of the 12 Fed districts individually. The report is prepared eight times per year, ahead of
each of the eight Federal Open Market Committee (FOMC) meetings. We believe the Beige Book is best
interpreted by measuring how the key words change over time. The qualitative inputs for the May 2017 Beige
Book were collected in April 2017 through May 22, 2017. 

SENTIMENT SNAPSHOT

We created our proprietary Beige Book Barometer (BBB) , to evaluate the sentiment behind the[Figure 1]
entire Beige Book collage of data. The BBB is a diffusion index measuring the number of times the word
"strong" or its variations appear in the Beige Book less the number of times the word "weak" or its variations
appear. When the Beige Book Barometer is declining, it suggests that the economy is deteriorating. When the
Beige Book Barometer is advancing, it suggests that the economy is improving.

In May 2017, the barometer declined slightly to +75, after a +77 reading in April and a +53 reading in March.
The barometer has generally been climbing since October 2016, but the increase has been marked by a decline
in words associated with negative sentiment rather than an increase in words associated with positive
sentiment . In fact, over that period, strong words have barely advanced, climbing from 85 to 90,[Figure 2]
but weak words have declined sharply, from 44 all the way down to 15, the second-lowest total of the
expansion. The pattern may signal that while barriers to economic growth have decreased, positive growth
drivers have not yet kicked into gear. With the impact of oil weakness and dollar strength in early 2016 well
behind us and anticipation of potential pro-growth policy from the federal government following the U.S.
elections in November, Main Street is clearly perceiving there is less to worry about. At the same time, policy
uncertainty may be keeping a decline in barriers to growth from translating to a full willingness to take on the
kind of economic risks required to create new opportunities.
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How They Work: Beige Book and Beige Book Barometer

The Beige Book compiles qualitative observations made by community bankers and business owners about
economic (labor market, prices, wages, housing, nonresidential construction, tourism, manufacturing) and
banking (loan demand, loan quality, lending conditions) conditions in each of the 12 Fed districts (Boston,
New York, Philadelphia, Kansas City, etc.). This local color that makes up each Beige Book is compiled by one
of the 12 regional Fed districts on a rotating basis -- the report is much more "Main Street" than "Wall Street"
focused. It provides an excellent window into economic activity around the nation using plain, everyday
language. The report is prepared eight times per year, ahead of each of the eight FOMC meetings. The next
FOMC meeting is June 13-14, 2017.

The Beige Book Barometer is a diffusion index that measures the number of times the word "strong" or its
variations appear in the Beige Book less the number of times the word "weak" or its variations appear. When
the Beige Book Barometer is declining, it suggests that the economy is deteriorating. When the Beige Book
Barometer is rising, it suggests that the economy is improving.

 

WATCHING WAGES & INFLATION

As noted in our  publication, our view is that the Fed will raise ratesOutlook 2017: Gauging Market Milestones
one to two more times in 2017. Expectations for a rate hike at the June meeting remain high, which, if it takes
place, would be the third hike in five meetings over an approximately six-month span. 

Market participants continue to monitor inflation and wages closely, as they gauge not just when, but how far
and how fast the Fed may raise rates this year and beyond. Each Beige Book provides an economy-wide
assessment of wages and prices. On wages, the May 2017 Beige Book observes, "Most firms across the Districts
noted little change to the recent trend of modest to moderate wage growth, although many firms reported
offering higher wages to attract workers where shortages were most severe." In discussing price pressures, the
May 2017 Beige Book highlights: "On balance, pricing pressures were little changed from the prior report, with
most Districts reporting modest increases."

We monitor wage and price pressures via our Inflation Barometer, which is a simple count of the number of
times wage/inflation words ("wage," "skilled," "shortage," "widespread," and "rising") appear in the Beige
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Book. Despite a measured tone in the Beige Books overview, we saw a marked increase in the appearance of
words related to wage pressure . In May 2017, these words appeared 130 times, higher than any[Figure 3]
Beige Book since December 2015, and may be signaling a modest increase in wage pressure that is not yet
appearing directly in the economic data.

By comparison, in 2016, these wage/inflation words appeared, on average, just 110 times per Beige Book.
These words appeared, on average, 109 times per Beige Book in 2015. In all of 2014-when deflation, not
inflation, was a concern-those words appeared an average of just 98 times. The increase in the number of
inflation words signals that some wage pressure has started to become a modest but manageable concern.

CONCLUSION

The May 2017 Beige Book Barometer continues to indicate a potential increase in economic activity over the
second half of the year. But at this point it does appear that a decrease in negative sentiment may need to get
some help from an increase in positive sentiment for growth to accelerate. Nevertheless, there are clear signs
that the economy has steadied, and it may be healthy for Main Street's positive view of the economy to remain
tempered while we await greater clarity on potentially pro-growth policy developments.

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. 

Any 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 illiquidity of the investment in a falling market.

The fast price swings in commodities and currencies will result in significant volatility in an investor’s
holdings.

Because of its narrow focus, specialty sector investing, such as healthcare, financials, or energy, will be
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subject to greater volatility than investing more broadly across many sectors and companies.

 

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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