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January Monthly Recap and Year End Summary: Wall Street
Caps Off Best Year Since 2013 as Fed Comes to the Rescue

The Dow and broader U.S. stock market surged to record highs in December, as easing trade tensions
and fresh stimulus from the Federal Reserve boosted investor morale. The major U.S. indexes capped
off one of their best years since the dot-com era, with Apple (NASDAQ:AAPL) leading all FANNG and
Dow constituents.

U.S. Stocks Surge

December was another record-setting month for Wall Street. The Dow, S&P 500 and Nasdaq rose
between 2% and 4% during the month to cap off a stellar 2019. For the entire year, the Dow rose more
than 22%, the S&P 500 29% and the Nasdaq 35%. Those were the largest annual gains since 2013.

In total, the S&P 500 set 35 record highs during the year. The Dow had 22 and the Nasdaq 31."

The record surge in U.S. stocks prompted a similar rally north of the border, with Canadian equities
headizng for their best year since 2009. Canada’s benchmark TSX Composite Index rose 19% for the
year.

The equities rally shifted into higher gear in the second half of the year after the Federal Reserve cut
interest rates for the first time since the financial crisis. The Fed would eventually lower rates three
times in 2019 before resuming repo operations for the first time since 2008.> In mid-December, the
central bank announced its largest series of repo operations ever. For many strategists, Fed
intervention in the repo market is cause for concern. In the short-term, however, it's providing the
market with additional liquidity to drive up asset prices.*

U.S., China Finalize ‘Phase One’ Trade Agreement

Fed liquidity wasn’t the only catalyst for equities last month. On Dec. 13, President Trump and Chinese
officials announced they had reached a “phase one” trade deal that would see a rollback of some tariffs

BMO 9 Wealth Management FP\ Ferrie Petruccelli
BMO Nesbitt Burns # Wealth Management Group

BMO Wealth Management is the brand name for a business group consisting of Bank of Montreal and certain of its affiliates, including BMO Nesbitt Burns Inc., in providing wealth management products and services. ®
“BMO (M-bar Roundel symbol)“is a registered trade-mark of Bank of Montreal, used under licence. ® “Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Inc. BMO Nesbitt Burns Inc. is a wholly-owned
subsidiary of Bank of Montreal.

BMO Nesbitt Burns Inc. is a Member - Canadian Investor Protection Fund. Member of the Investment Industry Regulatory Organization of Canada.



BMO Nesbitt Burns - Ferrie Petruccelli Wealth Management Group

in exchange for more agricultural purchases of U.S. products. President Trump has since confirmed that
the trade deal will be signed on Jan. 15.°

The president also said “phase two” negotiations, which aim to address more controversial issues like
technology transfers and Chinese industrial policy, would start immediately.

The U.S.-China trade war, now in its second year, has put a damper on domestic and global
manufacturers. PMI data out of China and the United States last year confirmed that manufacturing in
both countries had entered recession.

Path to Brexit Secured

After years of political wrangling, the United Kingdom finally has a clear path to Brexit after Prime
Minister Boris Johnson secured a shocking majority in British Parliament. Johnson’s Conservatives won
365 seats as Labour representation plunged to 203.

During the previous election, the Conservatives secured just 318 seats while Labour got 262.°

With a strong majority, Prime Minister Johnson has a clear path to exit the European Union on Jan. 31.
All that is remaining is for European Parliament to approve Johnson’s Brexit deal, which passed British
Parliament in December. According to the BBC, the UK and Brussels will have the rest of the year to
formalize a new trade agreement.”

The Month Ahead

The usual economic data and monetary policy will headline market news over the next four weeks.
Investors will also be watching out for details about the upcoming signing ceremony between President
Trump and a member of China’s Communist Party. The South China Morning Post reported last month
that Vice Premier Liu He would likely visit Washington to sign the deal. ®

Until now, no version of the phase one trade deal has been made public.
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The opinions, estimates and projections contained herein are those of the author as of the date hereof and are subject to change without
notice and may not reflect those of BMO Nesbitt Burns Inc. ("BMO NBI"). Every effort has been made to ensure that the contents have
been compiled or derived from sources believed to be reliable and contain information and opinions that are accurate and complete.
Information may be available to BMO NBI or its affiliates that is not reflected herein. However, neither the author nor BMO NBI makes any
representation or warranty, express or implied, in respect thereof, takes any responsibility for any errors or omissions which may be
contained herein or accepts any liability whatsoever for any loss arising from any use of or reliance on this report or its contents. This
report is not to be construed as an offer to sell or a solicitation for or an offer to buy any securities. BMO NBI, its affiliates and/or their
respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as principal or agent.
BMO NBI will buy from or sell to customers securities of issuers mentioned herein on a principal basis. BMO NBI, its affiliates, officers,
directors or employees may have a long or short position in the securities discussed herein, related securities or in options, futures or other
derivative instruments based thereon. BMO NBI or its affiliates may act as financial advisor and/or underwriter for the issuers mentioned
herein and may receive remuneration for same. A significant lending relationship may exist between Bank of Montreal, or its affiliates, and
certain of the issuers mentioned herein. BMO NBI is a wholly owned subsidiary of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Nesbitt Burns Corp. Member-Canadian Investor Protection Fund.
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