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 Centuries ago, mariners who relied on sails to propel their vessels across oceans followed the Trade 
Winds; by catching these even an inexperienced captain could make progress. A good wind is what the 
post-election equity rally – dependent on successful US fiscal reform – needs if it is to persist 

 

 Fortunately, the confluence of a beneficent Fed and economic recovery in the Eurozone and China 
could relieve some of the countercurrents to offer a navigational solution. Under such conditions 
corporate profits may grow and begin to normalize the high valuation multiples 

 

 We expect that the new US Administration will achieve limited success in its reform plans despite the 
advantage of a Republican-led House and Senate. Pressures from both Democrats and the Freedom 
Caucus may constrain legislative change. The homestretch of the Administration's first 100 days shows 
these dynamics to be in play, and we anticipate a showdown over the debt ceiling in late April 

 

 Signs of early dysfunction include failure to reform ACA/health care as well as high-level Administration 
resignations and recusals. The new President may try to "drain the swamp" in Washington, but the 
brackish water that remains may prove inhospitable for the production of coherent policy 
 

 Global growth indicators signal a decidedly positive trend with PMIs in the Eurozone, in particular, 
showing strength. Commodities are rising, too, as iron ore prices hit multi-year highs and oil prices 
trend up both on developed market growth and on OPEC production cutbacks 
 

 Equity valuations have continued to rise and the major US stock indices reached all-time highs in the 
first quarter. Benchmark 10-yr. Treasurys oscillated in the 2.30% to 2.60% range in 1Q17, while 
corporate bond risk premiums contracted and EM bond yields reached 5-year lows 
 

 Upcoming changes to the leadership and composition of the FOMC could affect policy choices, even as 
the Fed considers reducing its $4.5 trillion balance sheet while it raises short-term interest rates 
 

 A severe interruption to the placid global growth environment could shock investors into pulling the sails 
to head for safe harbor. Challenges to trade and higher geopolitical risks remain. Within recent 
memory, brief periods of fright led some to seek a mattress and a good door lock. Still, central banks 
across the globe continue to support the prolonged recovery seen in the major developed economies 

 

 We have increased allocations to equities in light of Fed dovishness and a strengthening international 
backdrop. We remain generally positive on bonds, diversified geographically, and recommend 
shortening duration while accepting higher credit risk 

 

 Increasing the allocation to equities at such high valuations is difficult. We take comfort, though, in 
knowing that those steering the economic ship of the US through fiscal and monetary policymaking do 
so in a warm sea of benign international economic conditions 
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IMPORTANT RISK DISCLOSURE STATEMENT 
 
Bank Leumi USA is a subsidiary of Bank Leumi le-Israel, B.M., an Israeli bank founded in 1902.  In the U.S., banking products and services are 

provided through BLUSA, and brokerage products and services are provided by Leumi Investment Services Inc.  Leumi Investment Services Inc. is a 

member of FINRA (www.finra.org) and SIPC (www.sipc.org), and is a wholly-owned subsidiary of Bank Leumi USA. 

Non-deposit investment products offered through Bank Leumi USA and Leumi Investment Services Inc. are: 

                * Not insured by the FDIC or any other federal or government entity 

                * Not guaranteed by Bank Leumi USA, Bank Leumi le-Israel, B.M., or any other bank 

                * Subject to investment risks, including possible loss of the principal amount invested. 

 

All investors must carefully consider the risks, charges, fees, and expenses, review the prospectus or other offering information if applicable, and 

consider their personal financial situation and tolerance for risk before making any investment. If the information discussed in this communication 

concerns insurance, emerging markets, structured products, or other securities or securities-related product sold by or through Leumi Investment 

Services Inc. or Bank Leumi USA, please go to www.leumiusa.com/bank-disclosures for possible additional important disclosure information 

concerning the product or service. 
 Leumi Investment Services, Inc. is a securities broker-dealer registered with the US Securities and Exchange Commission and various state 

securities regulators in the United States.  Leumi Investment Services Inc. is not registered with, and does not intend to register with, regulatory 

authorities outside the United States. Leumi Investment Services Inc. does not offer any services to persons outside the United States that would 

require Leumi Investment Services Inc. to become a registered or licensed in any non-US jurisdiction. 

In accordance with applicable local law, Leumi Investment Services Inc.’s personnel may, from Leumi Investment Services Inc.’s office(s) in the 

United States, privately place certain securities with non-US persons.  This material is being provided to you in connection with securities referenced 

in this communication (the “Securities”). The Securities will be privately offered and restrictions may apply to subsequent transfers.  Any non-US 

investor who acquires the Securities does so under the investor’s own responsibility.  Without limiting the foregoing, Leumi Investment Services 

Inc. provides the following notices: 

Notice to residents of Mexico: 
The Securities may not be publicly offered or traded in Mexico unless the same are offered or traded pursuant to the provisions of Article 8 of the 

Mexican Securities Market Law (Ley del Mercado de Valores) and regulations issued thereunder.  The information contained herein is solely the 

responsibility of the issuer of the Securities and has not been reviewed or authorized by the Mexican National Banking and Securities Commission 

(Comisión Nacional Bancaria y de Valores). 

The Securities offered have not been and will not be registered with the Registro Nacional de Valores (National Registry of Securities) of the CNBV.  

Neither this nor any other offering material related to the offering of the Securities may be utilized in connection with any general offering to the 

public within the United Mexican States for the purpose of the sale of the Securities.  Any investor of Mexican nationality who acquires the Securities 

will do so under (his) (her) (its) own responsibility. 

Notice to residents of Brazil: 
The Securities have not been and will not be publicly issued, placed, distributed, offered or negotiated in the Brazilian capital markets and, as a 

result, have not been and will not be registered with the Brazilian Securities Commission (Comissão de Valores Mobiliários, the CVM). 

 Notice to residents of Panama: 
The Securities have not been and will not be registered with the Superintendency of Securities Market of the Republic of Panama under Decree-Law 

No. 1 of 8 of July of 1999, as amended by Law No. 67 of 1 of September of 2011 (the “Panamanian Securities Act”) and may not be offered or sold 

within Panama except in certain limited transactions exempt from the registration requirements of the Panamanian Securities Act.  The Securities do 

not benefit from the tax incentives provided by the Panamanian Securities Act and are not subject to regulation or supervision by the 

Superintendency. 

The Securities may be sold without registration to persons in Panama who qualify as Institutional Investors. The exemption from registration will only 

continue to be valid, and the offer will not be subject to registration before the Superintendency, if, within the first year following the purchase of the 

shares by Institutional Investors under this exemption, Institutional Investors only offer and/or sell the acquired shares (a) to other Institutional 

Investors, and (b) by means of a private offering.  If the aforementioned offer is made, within the first year following the purchase of the shares by 

Institutional Investors under this exemption, by means of a public offering, the shares will be subject to registration before the Superintendency. 

Notice to residents of Uruguay: 
This is a private offering.  The Securities have not been registered before the Central Bank of Uruguay. 

Confidentiality and Restriction on Further Distribution of Materials 
The materials that accompany these disclosures are provided to certain persons as part of a private offering of the Securities.  These and any other 

materials provided by Leumi Investment Services Inc. are confidential and are intended solely for the recipients to whom Leumi Investment Services 

Inc. provides them.  They may not be reproduced or distributed to other persons.  These materials may not be utilized in connection with any public 

offering of the Securities. 
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