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Domestic indices were mixed for the week. The Dow and the S&P were down 20 and
24 bps respectively. The Russell 2000 was up 60 bps, while the Nasdaq closed up 126 bps.
Tech led the way higher — up 3.21% for the week — as Apple had its best week since October
2011. REITs were up nearly 1%. Meanwhile, Materials, Energy, and Consumer Discretionary
stocks were more or less flat for the week. Utilities were off a little more than 40 bps. Finan-
cials and Industrials were down 1.69% and 1.36%. Staples, Healthcare, and Telecomm were the
real laggards for the week — they were down 2.04%, 3.04%, and 4.58% respectively. Treasuries
were mixed for the week with slight curve flattening. The 10-year briefly retreated back to 2.91
during Friday's action. The DXY was up 1% for the week as it broke through some major re-
sistance at 92. It was the dollar's second straight weekly 1+% move. Crude continued its im-
pressive performance. WTI was up 2.5% for the week and is looking to sustain levels north of
$70 for the first time since its dramatic slip in 2014.

Trading action was rather choppy throughout the week. The average daily swing —
from intraday low to intraday high — was 1.5%. Friday ripped 2.1% off its early morning lows.
The whipsaw action however has been pretty standard year to date. At Tandem, we have dis-
cussed at length through our various pieces that the volatility, or lack thereof, in last year's
market, was the aberration. As shown in the chart below, over the last 30 years the average
intraday move has been 1.25%. We are slightly above that long-run average this year, as the
average price swing has been 1.38% for 2018. YTD, we are experiencing the largest average
intraday price swing since 2011. However, we are a far cry from the volatility we saw in 2008
and throughout the tech bubble.

One of the largest takeaways QTD has been the robust earnings growth. Earnings
have come in way above analyst expectations. According to FactSet, 78% of S&P 500 compa-
nies have reported a positive EPS surprise for the quarter — this is the highest since at least Q3
2008. Per Standard & Poor's S&P 500 Index Earnings, Operating Earnings year over year
growth for the 83+% of companies that have reported is 28.6%. This is the highest number
since Q3 2010, when the S&P's earnings grew 36.6% year over year. These booming numbers
have begun to beg the question of whether or not this quarter will be as good as it gets. As
seen in the table below, “peak earnings” forward 1-year returns actually are a tad more muted
than the average 1-year return over the last Q0 years. If this quarter is in fact the *high-water”
mark, as was suggested by some CEOs last week, then maybe we are due for dampened re-
turns as growth rates roll over.
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Upgrades & Downgrades

COST — assumed hold at
Deutsche Bank with a target
of $199 (4/30).

ECL — downgraded to neu-
tral from overweight at
JPMorgan, though the target
was increased to $146 (5/2).
ROST — assumed buy at
Deutsche Bank with a target
of $94 (4/30).

TJX — assumed buy at
Deutsche Bank with a target
of $98 (4/30).

Earnings Calendar

Date Time Ticker

5/7 Pre-Market CTSH
5/8 Pre-Market EXPD
5/8 Pre-Market HSIC
5/9 Post-Market COST

Portfolio News

Earnings are largely in the rearview for the broad market as
well as for Tandem'’s holdings. According to FactSet, nearly 83% of
all companies in the S&P 500 have reported their quarterly num-
bers. Here at Tandem, 77% of companies have announced their
earnings with reported growth of 24.24%, which is roughly inline
with FactSet's reported growth of 2593% for the S&P 500. Per
FactSet, at the start of the year, 2018 earnings growth for the S&P
was estimated to be 9.50%, this number has since risen to 19.40%,
good for a 102% increase. Our core holdings estimated earnings
growth has increased 109% from 7.41% to 15.55%.

On the portfolio front, we finished our liquidation of MED-
NAX, Inc. MD was liquidated for failing to adhere to our fundamen-
tal requirements. We have also trimmed our positions in Brown-
Forman and Ecolab — both of which were valuation sales. On the
buy-side, we added incrementally to the position in Celgene for
our Equity strategy.

United Technologies, a holding of ours for the last 10+
years, recently found itself the target of an activist shareholder. Dan
Loeb at Third Point LLC announced a “significant stake" in UTX as
they push for the company to split into three businesses: Otis, Aer-
ospace, and Carrier. UTX is currently in the process of closing their
acquisition of Rockwell Collins — which aims to help their Aero-
space business. The Board, in response to Third Point's letter, said
they will conduct a full review of the UTX portfolio upon closing the
deal with COL. David Faber of CNBC also reported that the Board
strongly disagrees with some of Loeb's assertations. Regardless, it
will be an interesting battle to keep an eye on. UTX was up 1.54%
on Friday — slightly outperforming their sector.

WTD MTD QTD YTD
Dow Jones | -0.2% 0.4% 0.7% -1.8%

S&P 500 -0.2% 0.6% 0.9% -0.4%
Nasdaq 1.3% 2.0% 2.1% 4.4%
Russell 2000 0.6% 1.5% 2.4% 2.0%

C.D. -0.1% 0.3% 2.6% 54%
CS. -2.0% -1.5% -5.9% | -13.2%

Energy 0.0% 0.1% 9.3% 2.1%
Fins -1.7% -0.7% -1.2% -2.6%
H.C. -3.0% -1.5% -04% | -2.0%
Ind. -1.4% 0.0% -2.8% -4.8%

I.T. 3.2% 3.7% 3.8% 7.1%
Mats 0.1% 1.4% 1.5% -4.6%
Utes -0.4% -0.1% 1.9% -2.4%

REITs 0.9% 1.3% 0.6% | -55%

DISCLAIMER: This writing is for informational purposes only. The information contained in this writ-
ing should not be construed as financial or investment advice on any subject matter. Tandem Investment
Advisors, Inc. does not represent that the securities, products, or services discussed on, or accessible
through, this site are suitable for any particular investor. You acknowledge that your requests for infor-
mation are unsolicited, and the provision of any information through this site shall not constitute or be
considered investment advice, or an offer to sell, or a solicitation of an offer to buy any product, service,
or security. Past performance is no guarantee of future results. Indices are unmanaged and not availa-
ble for direct investment. They are shown or referred to for illustrative purposes only and do not repre-
sent the performance of any specific investment. No data in this writing should be construed in any way
as performance of any Tandem investment product. For complete performance information and disclo-
sures, please contact John Carew at jcarew@tandemadvisors.com

From time to time Tandem may discuss select purchases and/or sales within this report. All
past portfolio purchases and sales are available upon request. Any portfolio transaction discussed here
does not constitute advice or a recommendation. Please consult your financial advisor before making
any investment decisions. For information regarding past purchases and sales, please contact John
Carew at jcarew@tandemadvisors.com.



