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Not a single person in the industry has been a more ardent bull than | have been. At
the market bottoms in January and February, no one pounded the table stronger than
I did that it was time to buy.

I watched in amazement as Stephen Auth from Federated cut his 2016 forecast from
2500 to 1700 right at the lows. RBS said to "sell everything". There was a constant
parade of bears on CNBC, Fox Business and Bloomberg calling for a new bear market
or even a repeat of 2008. My Twitter feed was more than 90% negative!

Through it all, my message was crystal clear as you can see from the blog postings
below. My extensive research showed bear market ending conditions in February
even though stocks were only down 15%.

http://investfortomorrowblog.com/archives/2100

http://investfortomorrowblog.com/archives/2102

http://investfortomorrowblog.com/archives/2130

http://investfortomorrowblog.com/archives/2132

http://investfortomorrowblog.com/archives/2142

Having ridden the powerful bull wave from the lows with maximum equity exposure,
that all changed this week as our U.S. stock market model turned negative. There
were multiple causes for this including short-term sentiment becoming too positive,
price behavior first looking tired and then correlating with previous market pullbacks.

As such, we took fairly dramatic steps on Wednesday and Thursday to raise cash,
hedge and even establish small short positions.

Looking out over the long-term, | do NOT believe the final bull market peak has been
seen. If our model is correct, stocks should see the strongest bout of weakness since
the rally began in February, but those price lows should not be breached.

All-time highs are coming later this year and at first glance, they should be rejected
by the bears. Ultimately, my long standing target of Dow 20,000 should be seen in
2017 with an outside chance at several thousand points higher than that.

For now, the window of opportunity is here for a decline and it's time to play defense.
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Heritage Capital, LLC is an independent RIA not associated with any financial institution. Data used in this publication is
gathered from reliable sources, although completeness and accuracy cannot be guaranteed. Performance results do not take
into account any tax conseguences and are not predictive of fulure results. This publication does not give any specific
investment advice, does not provide financial planning services, or consider any individual's financial situation, needs or goals.
This publication may not be reproduced or refransmitted in whole or in part without the consent of the author, Paul Schatz.

Important Disclosure Information

Hertage Capital LLC ("Heritage™) composite performance results represent fime-weighted actual performance results for
continupusly managed Heritage accounts, which individual accounts Heritage believes to be representative of its investment
management process (i.e. mutual funds and exchange traded funds) for each specific strategy during the comesponding time
period. The composite performance results reflect the reinvestment of dividends and other account eamings, and are net of
applicable account transaction and custodial charges, and the separate fees assessed directly by each unaffiliated mutual fund
and exchange traded fund holding that comprised each account, and the maximum invesiment advisory fee that the accounts
would have incurred (by applying the Hertage's current investment advisory fee of 2.00% as set forth in ifts current written
disclosure statement) during the corresponding time pericds.

Please Mote: Past performance may not be indicative of future results. Therefore, no current or prospective client should
assume that future performance will be profitable, equal the performance results reflected, or equal any comesponding historical
benchmark index. The historical index perdformance results for all historical benchmark indices do not reflect the deduction of
transaction and custodial charges. or the deduction of an investment management fee, the incurrence of which would have the
effect of decreasing indicated historical performance results. The historical performance results for all indices are provided
exclusively for comparison purposes only, so as fo provide general comparative information to assist an individual client or
prospective client in determining whether the performance of a Heritage program meets, or continues fo meet, hisfher
investment objective(s). A comesponding description of each index is available frorn Heritage upon request. It should not be
assumed that Heritage account holdings will correspond directly to any such comparative benchmark index. The Hertage
performance resulis do not reflect the impact of taxes.

For reasons including wariances im the investment management fee incurred, market fluctuation, the date on which a clent
engaged Heritage's investment management services, and any account contributions or withdrawals, the performance of a
specific Heritage client's account may have varied substantially from the indicated portfolio performance results.

Im the event that there has been a change in a dlienf's investment objectives or financial situation, he/shefit is encouraged fo
advise Heritage immediately. Different types of investments andlor investment strategies involve varying levels of risk, and
there can be no assurance that any specific investment or investment strategy (including the investments purchased andior
investment strategies devised or underiaken by Heritage) will be profitable.

Information pertaining to Hertage's advisory operations, services, and fees is set forth in Heritage's current disclosure
statement, a copy of which is available from Heritage upon request Performance results have been compiled solely by
Heritage., are unaudited. and hawe not been independently wverified. Heritage maintains all information supporting the
performance results in accordance with regulatory requirements.



