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Economic and market overview
Major North American equity market indices saw divergent performance amid periods of volatility
in May. U.S. large-cap stocks, as measured by the broader-market S&P 500 Index,1 gained 1.41%
for the month. Conversely, shares of U.S. small-cap companies, as represented by the Russell
2000 Index, fell 2.03% for the month—its weakest performance since a 4.75% decline in October
2016. The information technology, utilities and consumer staples sectors led the upturn in the
S&P 500 Index for the month. Conversely, the energy sector was the weakest performer within
the index due to investors’ concerns that the Organization of the Petroleum Exporting Countries’
(OPEC’s) plan to curb oil output would not be enough to drive oil prices higher. The financials and
telecommunication services sectors also recorded negative returns and significantly lagged the
overall market for the month.
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The U.S. political arena was quite crowded again in May. U.S. Deputy Attorney General Rod
Rosenstein announced the appointment of former FBI Director Robert S. Mueller III as special
counsel for the ongoing investigation into the alleged collusion of members of President Donald
Trump’s presidential campaign with the Russian government. The move followed published reports
that, according to a memo written by James Comey, Trump had asked the former FBI director
during a private meeting in February 2017, to end the agency’s investigation into former National
Security Advisor Michael Flynn’s possible ties to the Russian government during Trump’s campaign
in 2016. The allegations previously had led to Flynn’s forced resignation in February of this year;
Trump subsequently dismissed Comey from his position on May 9, 2017. The political turmoil
plaguing the administration exacerbated investors’ concerns that Trump will not be able to push
through his agenda of tax reform and reduced regulation of US companies.
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Regarding economic news, U.S. payrolls expanded by a generally lower-than-expected total of
138,000 in May. The professional and business services, food services, and healthcare sectors led
the gains for the month. The unemployment rate dipped 0.1 percentage point over the month
to 4.3%–its lowest level since May 2001–while the labor force participation rate declined 0.2
percentage point to 62.7%, virtually unchanged from the 62.6% rate in May 2016. Furthermore,
average hourly earnings rose 2.5% versus the same period a year earlier. The U.S. Department of
Commerce raised its estimate of first-quarter 2017 gross domestic product growth from 0.7%
to 1.2%. The upward revision from the government’s initial assessment was attributable to larger
increases in nonresidential fixed investment and in consumer spending, while the decline in state
and local government spending was smaller than previously estimated. These positive factors were
partially offset by a larger decrease in private inventory investment over the quarter.
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Outlook
Nothing occurred in May that would cause us to significantly change our market outlook. We still
feel comforted by the state of the macroeconomic environment in the U.S. While we think that
growth will likely remain tepid for the balance of 2017, we believe that growth may accelerate into
2018, driven by healthy employment growth and firmer wage increases. We remain concerned
about the policy outlook as it seems that the debate concerning healthcare and tax reform
has given way to discussion around campaign meddling and other issues that do not have a
direct impact on economic growth. Nonetheless, we think that corporate fundamentals remain
reasonably strong in terms of revenue growth, margin stability, and cash flow-generation. Equity
valuations remain elevated on standard metrics–supported in part by a combination of implied
tax cuts, economic acceleration and low discount rates.2 However, the valuation premium for
small caps relative to large caps decreased in May and, at month-end, the Russell 2000 and S&P
500 indices were trading virtually in line with each other. This compares to a historical premium of
approximately 8% for small caps versus their large-cap counterparts.
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The discount rate represents the required rate of return to make a business acquisition profitable.

Important information for all audiences: Aberdeen Asset Management (AAM) offers a variety of products and services intended solely for investors from certain countries or regions. Your country of legal
residence will determine the products or services that are available to you. Nothing in this document should be considered a solicitation or offering for sale of any investment product, service, or financial
instrument to any person in any jurisdiction where such solicitation or offer would be unlawful.
The above is for informational purposes only and should not be considered as an offer, or solicitation, to deal in any of the investments mentioned herein. Aberdeen Asset Management (AAM) does not
warrant the accuracy, adequacy or completeness of the information and materials contained in this document and expressly disclaims liability for errors or omissions in such information and materials.
Some of the information in this document may contain projections or other forward-looking statements regarding future events or future financial performance of countries, markets or companies. These
statements are only predictions and actual events or results may differ materially. The reader must make his/her own assessment of the relevance, accuracy and adequacy of the information contained in
this document, and make such independent investigations as he/she may consider necessary or appropriate for the purpose of such assessment.
Any opinion or estimate contained in this document is made on a general basis and is not to be relied on by the reader as advice. Neither AAM nor any of its agents have given any consideration to nor have
they made any investigation of the investment objectives, financial situation or particular need of the reader, any specific person or group of persons. Accordingly, no warranty whatsoever is given and no
liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the reader, any person or group of persons acting on any information, opinion or estimate contained in this
document.
Notice to Investors in the United States: In the United States, Aberdeen Asset Management (AAM) is the marketing name for the following affiliated, registered investment advisers: Aberdeen Asset
Management Inc., Aberdeen Asset Managers Ltd, Aberdeen Asset Management Ltd, Aberdeen Asset Management Asia Ltd and Aberdeen Capital Management, LLC. Excluding Aberdeen Capital Management
LLC, each of these advisers are wholly owned by Aberdeen Asset Management PLC. Aberdeen Capital Management LLC is a wholly-owned subsidiary of Aberdeen Asset Management Inc. “Aberdeen” is a U.S.
registered service mark of Aberdeen Asset Management PLC.
Notice to investors in Canada: Aberdeen Asset Management (“AAM”) is the marketing name in Canada for the following affiliated entities: Aberdeen Asset Management Inc., Aberdeen Fund Distributors,
LLC, Aberdeen Asset Management Canada Limited and Aberdeen Capital Management, LLC. Aberdeen Asset Management Inc. is registered as a Portfolio Manager in the Canadian provinces of Ontario,
New Brunswick, and Nova Scotia and as an Investment Fund Manager in the provinces of Ontario, Quebec, and Newfoundland and Labrador. Aberdeen Asset Management Canada Limited is registered as
a Portfolio Manager in the province of Ontario. Aberdeen Fund Distributors, LLC, operates as an Exempt Market Dealer in all provinces and territories of Canada. Aberdeen Fund Distributors, LLC, Aberdeen
Asset Management Canada Limited and Aberdeen Capital Management, LLC, are wholly owned subsidiaries of Aberdeen Asset Management Inc. Aberdeen Asset Management Inc. is wholly owned by
Aberdeen Asset Management PLC.
For additional fund information, investors may request the prospectus from Aberdeen, distributors or download from the website. Investment in a foreign investment fund (FIF) is subject to currency risk and
may get a return lower than the amount initially invested. Please study product’s features, conditions, and relevant risks before making investment decision.
© 2017 This material is owned by Aberdeen Asset Management or one of its affiliates. This material is the property of Aberdeen and the content cannot be reproduced or used in any way without our
authorization.
Ref. US-080617-33950-1
026647-0617-PHL
SEG-NA EQ-COMM

02 of 02

