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Tabled Outcomes

Mr. Market

Another quarter is in the books, yet the same
questions are still unanswered. What will come
from this trade war? How will the global markets

react from a rising rate environment in the US? INVE STMENT
) : . , PHILOSOPHY
The market’s reaction was mixed, so we sit and : cLASS

wait in the moment of unclarity.

US equity markets posted large gains of 7.7% in
the third quarter, which were driven upward by
strong earnings in numerous large and mega cap
stocks. Other developed markets generated more

modest returns primarily due to a stronger US IRECrranrR..
Dollar and political strife, as the MSCI EAFE was
up on|y 1.4%. Mea n\/\/hile, in emerging ma rkets’ “If a stock falls in the market and no one’s around,

does it really lose its value?”

equities declined by 1.1% (represented by the
MSCI Emerging Markets index), largely reflecting
the uncertainties related to China. CREDIT: CSINVESTING.ORG

In the domestic fixed income and credit markets, government bonds decreased-0.6% reflecting
the negative price impact from an increase in yields across the US Treasury curve. Across the
credit spectrum, lower quality bonds outperformed higher quality bonds, with AAA returning
-0.3% and High Yield returning 2.4%. We believe High Yield Corporate bonds had strong support
on both the supply and demand side; with high appetite for market exposure and low issuance.
Additionally, the spread narrowed within the investment-grade coporate bond market. This was
a result of a decrease in the supply within the credit market.
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E.conomic Highlights

Regarding the health of our domestic economy, the third quarter showed positive signs of
growth. The US GDP, the primary indicator of economic growth, expanded at an annual rate of
4.2%, increasing the pace from the past quarter’s results of 3.0%. Also, domestic Consumption
grew by 3.8%, which was a drastic increase from last quarters numbers. Our economy also
benefited from net trade, as exports increased 9.1% and imports declined -0.3%.

A main indicator of inflation, the CPI-U, showed a trailing inflation rate of 2.7%, revealing that
domestic inflation slowed moderately. Other notable movers and shakers this quarter were oil
(30.9%) and gasoline (+20.3%), while other indicators like food, autos, and apparel remained
relatively flat.

According to the Department of Labor, the US economy added 134,000 jobs in septembers, and
our unemployment rate (3.7%) dropped to its lowest level since 1969. Our job market seems to
be healty for the most part, but everyone continues to wait for significant signs of wage growth.

More on the Stock Market

From the chart to ity
the right, we can

see the example

of the Financial
Sector ETF in drastic
market selloffs. The
bottom portion of
the chart shows the
spikes in trading
volume and the
upper portion
reflects what
happens during the
magnitude of those
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spikes. We have one primary takeaway from this chart: volatility is mean-reverting and markets
bounce back strong from periods of time where there is plenty of negative price momentum.
Additionally, we can observe that in (in the two blue circles) 2015 and 2018 so far the returns
have shown relatively flat performance. 2008 and 2011 (the two red circles) were high volume,
but in 2008 the trading volume was high and the performance was highly negative. With this
evidence at hand, we would like to leave you with some final thoughts below.

Final Thoughts

We encourage everyone to stay put in the next coming months. The Nexus Capital believes
we are in a good position to protect our clients’ capital should there be any market correction.
Valuations remain high in our US equities, but we believe we have strong positioning across
portfolios reducing exposure to “the expensive areas” of the market and increasing cash levels.
Also, please remember that our holistic approach to wealth management helps to guide us

to what we believe to be a solid balance of capital growth, downside protection, and liquidity
management.

Tying things together, the Nexus Capital team would like to reiterate that we do anticipate a
bumpy ride in the near-term (although many individuals have been saying this for a while).
Through the market lense, it appears that many indicators are starting to line up. We see that
the equity market valuations and the instability of certain areas of the credit market are a
potential source of a short-term correction. Should there be any sort of market correction, we
must all remind ourselves of the philosophy held by one of the greatest investors of all-time,
Warren Buffett: “The Stock Market is a device for transferring money from the impatient to the
patient.”

Firm Updates

There are no firm updates at this time, but please stay tuned for next quarter’s newsletter as we
anticipate a lot of news to report.

Thank you for keeping up to date with our quarterly newsletters. As always, please feel free to
reach out to us if you have any questions, comments or feedback. We are happy to discuss!

Sincerely,

The Nexus Capital Team
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Disclaimer

This report is provided for informational purposes only. Investing involves risk, including the potential loss of principal. Past
performance may not be indicative of future results, as there can be no assurance that the views and opinions expressed herein will
come to pass. No portion of this commentary is to be construed as a solicitation to effect a transaction in securities, or the provision
of personalized tax or investment advice. Certain of the information contained in this report is derived from sources that Nexus
Capital, LLC (“Nexus” or the “Firm”) believes to be reliable; however, the Firm does not guarantee the accuracy or timeliness of such
information and assumes no liability for any resulting damages. Any reference to a market index is included for illustrative purposes
only, as an index is not a security in which an investment can be made. Indices are unmanaged vehicles that serve as market indicators
and do not account for the deduction of management fees and/or transaction costs generally associated with investable products.

Nexus is an SEC-registered investment advisor that maintains a principal office in the state of New York. The Firm may transact business
only in those states in which it has filed notice or qualifies for a corresponding exception from applicable notice filing requirements.
Additional information about Nexus is contained in the Firm’s Form ADV disclosure documents, the most recent versions of which are

available on the SEC’s Investment Adviser Public Disclosure website, www.adviserinfo.sec.gov.
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