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COMMENTARY
AT A GLANCE

The fourth quarter, like the year as
a whole, featured record-breaking
market performances. A pickup in
economic growth, strong corporate
earnings, low interest rates and stable inflation all played a part in the
market’s ongoing climb. Not to say
the road was easy. The unfolding in
technology stocks towards the end
of the fourth quarter took the bloom
off our rose a little bit. Yet, despite the profit taking, it appears investors remain unfazed by ongoing political drama(s) and increasingly robust market valuations.
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Data Provider: Online Advisors, a software development company affiliated with Niemann Capital
Management, was created specifically to provide technology development for money managers,
financial advisors and broker/dealers, including Niemann. This information was obtained from sources
that Online Advisors believes to be reliable, but its accuracy and completeness are not guaranteed.
Performance results are preliminary and may be subject to change. Net Results are net of actual advisory fees and assume all dividends and capital gains are reinvested when noted. Please see disclosures
on reverse for important information.

The market’s advance has been broad and
just about everything gained for the quarter
and the year. For the first time in stock market history, the S&P 500 Index finished the
year with positive performance in every single month of the year, and was never down
more than 5% from its high. The Wilshire
5000 Total Market Index—the broadest measure of U.S. stocks—rose 6.39% for the 4th
quarter, finishing the year up 20.99%. While
international stocks were top performers for
the year, US stocks reasserted themselves in
the fourth quarter as investors began to price
in tax reform.
Technology led the period, with online retail
(i.e. AMZN) gaining. Semiconductors were
and still are under pressure as Intel’s security problems gave nervous investors a reason to take profits. But remember, chips are
in a bullish cycle. Demand will continue to
be off the charts as online gaming, AI, coin
mining and cars have all become voracious
chip users. This doesn’t mean there won’t be
stomach-churning corrections in share prices
along the way, much like we saw last summer
and again in late December. We added new
positions in construction, housing, and materials. Financials are also finally gaining traction now that growth has ratcheted up a bit.

While some of our portfolios trailed their
benchmarks, we maintain that Niemann manages portfolios with regard to managing risk. This means
not letting greed or fear get in the way of achieving long-term results, and not seeking to duplicate bull
market returns.

LOOKING
AHEAD

Deregulation and new tax reform laws have helped
improve fundamentals, creating a new paradigm
that investors are just beginning to pencil into their
outlook. The obvious change is the immediate boost
in earnings across the board. One nuance to watch
closely is the focus on smaller US companies which
should regain some of their edge. In the big picture,
this should be is great news for budding entrepreneurs and job seekers alike.
The new tax reform laws are also expected to release significant corporate cash from abroad back
into the US. Not only should this provide an immediate boost to domestic investment (we’re already
seeing this in bonuses and wage hikes at several
large companies), it should remove incentives for
companies to park their earnings overseas. This is
a very positive long-term fundamental change for
markets, yet we think stocks are a still at a fair distance from pricing in these new developments.
So what could possibly go wrong?
For starters, the US bull market has been grinding
higher for a few years now and stocks aren’t cheap.
The Shiller P/E ratio for the S&P 500 is 31.3x, its
highest level outside of 1929 and the late 1990s.
The possibility exists, as many warn, that our flattening yield curve might invert—historically a very
accurate predictor of recession. Already, we’re seeing 10-year US treasuries probing resistance around
2.6%. US stocks are bound to get nervous when the
yield of this instrument approaches 3%. Also obvious are the political risks. Even good news has a
dark side: repatriation of foreign earnings driven by
tax reform will likely strengthen the US dollar, which
in turn should provide headwind to US multinational
profits.

High and climbing markets are vulnerable to bad
news and there is no shortage of pundits predicting
an imminent 10-15% correction. A correction of this
size in the Dow Jones Industrial Average would take
the index back to its long-term uptrend or 200-day
moving average. A 7-8% correction in the Russell
2000 would accomplish the same. This would be
very uncomfortable for investors, but simply a normal corrective process for the markets.
Despite all these reasons for worry, we believe investors should not be afraid to stay invested. The
fact that our market continues to remain persistently and almost chronically overbought in the face of
all the adversity is strong evidence that underlying
business fundamentals are changing for the better.
The magnitude of the change may be what truly surprises; what if the inevitable correction starts after
the next 20% advance?
The trick, as always, is to keep an eye on the risk.
That’s why our investment process starts and ends
with managing risk: returns will naturally flow when
market fundamentals are solid. We keep our focus
on the longer term and on providing a smoother ride
for our investors over that long term and helping clients reach their long-term goals.
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Benchmark Definitions
MSCI ACWI\Barclays U.S. Aggregate Bond Index - This blended benchmark consists of 2/3 MSCI All Cap World Index (ACWI) and 1/3 Barclays U.S. Aggregate Bond
Index.
MSCI All Cap World Index (ACWI) - is a free float-adjusted market capitalization
weighted index that is designed to measure the equity market performance of developed and emerging markets. The MSCI ACWI consists of 44 country indices comprising 23 developed and 21 emerging market country indices. (for a complete country
listing go to www.MSCI.com)
Barclays U.S. Aggregate Bond Index (AGG) - covers the investment-grade, U.S.
dollar-denominated, fixed-rate taxable bond market, including Treasuries, government-related and corporate securities, MBS (agency fixed-rate and hybrid ARM passthroughs), ABS, and CMBS. The Barclays U.S. Aggregate Bond Index and its subindices are widely used U.S. fixed income benchmarks.
The MSCI ACWI ex USA Index - is a free float-adjusted market capitalizationweighted index designed to measure the combined equity market performance of
developed and emerging markets countries, excluding the United States.
S&P 500 TR Index - Assumes reinvested dividends: The S&P 500 Total Return Index
is a cap weighted, unmanaged group of 500 stocks as selected by the Standard &
Poor’s Publishing Company. They are usually the 500 largest companies in terms of
market capitalization and are chosen to represent the U.S. Equity Markets. The S&P
500 Total Return Index is used by many as a performance benchmark representing
the “stock market” return.
Composite - Assumes reinvested dividends: The combined asset-weighted performance of all accounts within a given Niemann strategy. Each strategy has its own
composite and does not contain any accounts from another strategy. Net composite
performance numbers are net of all fees and expenses and are reported in arrears.
Performance shown includes all actual, fee-paying, fully discretionary accounts managed by Niemann using the given Niemann strategy. A composite does not accurately
present the performance of any specific account, which depends on investment timing and weighting, among other factors, that vary from account to account. Individual account performance may differ from the composite. Each account included in
the composite is added after it has been under active management for at least one
full month. A closed account is included through the last full calendar month that it
was actively managed.
NCM believes that the comparison of a composite’s performance to a particular market index is inappropriate. The portfolios generating a composite’s performance are
not nearly as diversified as the indices shown. Because of the differences between
a composite’s strategy and the composition of those indices, NCM believes that the
indices are not comparable to the composite’s investment strategy and it is not aware
of any other index that is directly comparable.

Disclosure
Past performance does not guarantee future results. It should not be assumed
that investors will experience returns, if any, comparable to those shown here. Any
stock market transaction can result in either profit or loss. Additionally, the performance of Niemann’s portfolios should also be viewed in the context of the broad
market and general economic conditions prevailing during the periods covered by the
performance information. Market and economic conditions could change in the future,
producing materially different returns. Investment strategies may be subject to various
types of risk of loss including, but not limited to, market risk, credit risk, interest rate

risk and inflation risk. In addition, strategies with international capabilities are subject
to risks including, but not limited to, currency fluctuations, economic instability and
political instability. The foregoing data were prepared by NCM and have not been compiled, reviewed or audited by an independent accountant. Through March 31, 2010,
Niemann portfolios included only mutual funds. After that date, they included ETFs
and beginning in 2011, have included primarily ETFs. Performance after the foregoing
dates differs materially from, is not comparable to, performance before those dates
and is shown only to demonstrate NCM’s experience in managing portfolios. Further,
the results do not reflect performance in all economic cycles. Please visit us online at
www.ncm.net or call 1-800-622-1626 for current performance information or for a
complete list and description of Niemann’s composites.
Net Performance results are presented net of transaction costs and Niemann’s
actual management fees. They reflect the reinvestment of dividends, interest and
other earnings and the deduction of NCM’s annual management fees, which may vary
from 1% to 2.3%, depending on the amount of assets in an account. Performance
results also reflect the deduction of brokerage and custodial fees and other costs. Such
other costs include fees charged by the managers of the funds in which the portfolios
comprising the composite were invested, which fees are disclosed in those funds’ prospectuses and are paid by NCM clients in addition to NCM’s advisory fees. See NCM’s
Form ADV Part 2 for more information about such costs.
All Niemann profiles & reports have been prepared solely for informational purposes,
and are not an offer to buy or sell, or a solicitation of an offer to buy or sell, any security
or instrument or to participate in any particular trading strategy or an offer of investment advisory services. Investment advisory and management services are offered
only pursuant to a written Investment Advisory Agreement, which investors are urged
to read and consider carefully in determining whether such agreement is suitable for
their individual needs and circumstances.
Niemann and its affiliates and its employees may have positions in and may affect
transactions in securities and instruments mentioned in these profiles and reports.
Some of the investments discussed or recommended may be unsuitable for certain
investors depending on their specific investment objectives and financial position.
Niemann is an SEC-registered investment advisor that provides tactical third-party
management for discretionary individually managed accounts and provides non-discretionary investment advice to other investment advisers. Niemann offers management in a variety of strategies and variable annuity and variable universal life insurance products that are already held in clients’ accounts when they become clients.
Niemann does not market or sell any annuity or insurance products. Niemann is not
affiliated with any broker/dealer, and works with multiple broker/dealer channels and
their associated financial professionals to distribute its products and services. Please
check with your financial advisor for more details about Niemann and Niemann’s product offerings.
To request a copy of Niemann’s current Form ADV Part 2, and/or Niemann’s Annual
Full Disclosure Presentation, please contact Richard West @ 800.622.1626 or email
compliance@ncm.net. Please contact your financial advisor to request a copy of his/
her current Form ADV Part 2 and a copy of his/her broker/dealer’s current applicable
disclosure statement. From time to time, Niemann or its affiliates may make available
to associated persons of investment advisors or broker/dealers (each, an “Associate”)
certain communication materials, such as these materials, to be used with an Associate’s clients that the Associate may refer to Niemann. No such materials may be
modified in any manner without Niemann’s prior written consent. If such consent is
granted, with respect to such modified materials, the Associate is solely responsible for
complying with any filing or approval requirements of FINRA or any other regulatory
authority or self-regulatory authority to which the Associate may be subject.
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