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Agenda

= A review of Covid's effects on the economy and financial markets
= The response of policy makers and results thus far

= A review of inflation
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Covid-19's Impact on the Economy and Markets
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Economic Activity
Prior to Pandemic (Late 2019/Early 2020)
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The economy lost over 20 million jobs in April of 2020

The effect of shutdowns was
massive

Unemployment reached 14.8% -
highest on record since 1948
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Source: U.S. Bureau of Labor Statistics
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In Anticipation of Economic Fallout
Financial Markets Experienced The Fasted Decline in
History - (February 2020 - Peak to Trough)
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Billions of Dollars

Consumption (PCE) fell by -19% During The Pandemic

Followed by d Sharp Rebound (year-over year-figures)
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The Response by Policymakers and Financial Markets
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The U.S. Federal Reserve Made Huge Efforts To Stem The Damage:

- Restarted Quantitative Easing (i.e. bond purchases)

* Municipal Liquidity Facility

- Main Street Lending Program

- Commercial Paper Funding Facility (CPFF)

« Primary Dealer Credit Facility (PDCF)

« Money Market Mutual Fund Liquidity Facility (MMLF)

- Primary Market Corporate Credit Facility (PMCCF)

- Secondary Market Corporate Credit Facility (SMCCF)

 Term Asset-Backed Securities Loan Facility (TALF)

- Paycheck Protection Program Liquidity Facility (PPPLF)

« Central Bank Liquidity Swaps

 Temporary Foreign and International Monetary Authorities (FIMA)
Repo Facility
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For Their Part, Lawmakers acted quickly with supporting
the development of vaccines and six stimulus bills

/

% The government aided in the quickest development and deployment of
vaccines in history, while stimulus bills included:

1. Coronavirus Preparedness and Response Supplemental Appropriations
Act, 2020, $8.3 billion

2. Families First Coronavirus Response Act, $225 billion
3. CARES Act, $2.2 trillion

4, Paycheck Protection Program and Health Care Enhancement Act, $483
billion

5. Consolidated Appropriations Act, 2021 - signed into law on Dec. 28, 2020,
$920 billion

6. American Rescue Plan, 2021, $1.9 trillion

Source: usatoday.com
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Paycheck Protection Program
Ended as of 5/31/2021

$799,832,866,520

11,823,594

Number of Loans Dollar Amount of Loans Issued

The Paycheck Protection Program was massive in size and
helped maintain jobs

Remember many of these loans did not need to be repaid
by employers - essentially another form of stimulus

Source: sba.gov
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RECOVERIES ACROSS THE GLOBE — THE ECONOMY AND FINANCIAL MARKETS
U.S. has made a full recovery while many other economies are still catching
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* Economic activity is above pre-covid levels in U.S. and China but still recovering in other
major developed regions
* Foreign countries may have a larger upside as the reopening continues

« We must consider variants as a threat to reopening around the world

Sources: Russell Investments, OECD and Morningstar. Equity market returns represented by S&P 500, MSCI United Kingdom, MSCI EU, MSCI China and MSCI Japan. Index returns represent past performance, are
not a guarantee of future performance, and are not indicative of any specific investment. Indexes are unmanaged and cannot be invested in directly.
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A Brief Review of Inflation
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31 What About Inflation?

Google Search Activity - Inflation
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Price per Barrel West Texas Crude

A Look at Energy:
Price of Oil vs. Supply - U.S. Oil Production
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Market Implied Inflation Rates - 5 Years and 10 Years From Now

6.5

* Most economists expect inflation
to decrease at some point in 2022,
but to settle above the Fed's 2%
target
Markets have priced bonds as if
they agree with these estimates
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What Are The Forces Influencing Inflation?

Short-term Influences / Covid:

« 2021 results were compared to low prices in 2020. During the pandemic there were
worries about possible deflation (declining prices)

« Variants made it difficult to ramp up production in less developed countries

« Factory shut downs led to shortages in some goods (i.e. semi-conductor chips)

« Shipping backlogs have not helped and have contributed to supply chain bottlenecks

Long-term Considerations:

« Most economists expect supply chain issues to be resolved and demand to shift

« Aging demographics may mean less consumption and lower demand overall, leading to
downward pressure on inflation

- Advancements in technology have led to lower production costs, lower prices and lower
inflation

Risks:

« More variants could cause countries to shut down production once again (i.e. Omicron)

- Labor shortages may persist resulting in higher wage pressure

 Inflation becomes self-fulfilling, meaning people expect inflation in the future and “buy
now”, driving prices higher instead of waiting

FINANCIAL INSIGHTS WEALTH MANAGEMENT
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Markets Have Held Up Under Past Inflation Regimes

Above average inflationary periods and corresponding returns (early 1985 - early 2021)

One Year Periods of high
inflation and annualized
market returns (%)
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Three Year Periods of high
inflation and annualized
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Sources: Russell Investments, Inflation: US Consumer Price Index, US Stocks: Russell 3000 Index; Non-US Stocks: MSCI EAFE Index; Bonds: Bloomberg Barclays Aggregate Bond Index; REITs: FTSE EPRA/NAREIT Developed
Index (2004 - Mar 2021) linked to FTSE NAREIT All Equity REITs Index (1980 - 2003); Commodities: Bloomberg Commodity Index (1991 - March 2021) linked to Goldman Sachs Commodity Index (1980 - 1990). “High
inflation” refers to time periods where US CPI was greater than the historical average of 2.5%.



Take-Aways:

The economic shutdown caused by Covid-19 created huge consequences for jobs, consumption and U.S.
GDP

Policy makers acted quickly and made major interventions into markets and the economy

The economy experienced the quickest turnaround in history. However, in most cases, supply was not able
to keep up with rebounding demand from consumers

Due to increased demand and supply chain bottlenecks, inflation increased. Most economists feel that
supply will gradually catch up with demand and inflation will settle at lower readings than current levels

Financial markets also experienced a rebound of their own as vaccines and stimulus efforts have taken hold -
“rebound” is an understatement

Companies have bolstered cash on their balance sheets in case a variant causes more economic pain

Given the run up in stocks, waning support from the Federal Reserve, an increase in volatility during 2022
would not be surprising
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Our Approach In Light of Conditions:

In light of market conditions, we recommend the following approach which includes:

1. Confirm your goals Clearly identified goals help us build an investment portfolio
designed to achieve them. Without them, short term factors can lead to reactive
and ill-timed decisions.

2. Stay the course Once we've confirmed your goals, we rely on long term asset
allocation which has proven to be the major determinant of success. Staying the
course also means monitoring market valuations and rebalancing toward target
allocations as conditions warrant. We are constantly monitoring risks and
opportunities.

3. Resist the temptation to time the markets Several academic studies have
reached the same conclusion: no one has been able to consistently and
successfully time the market - don’t confuse an “expert’s” luck with skill.

4. Remain diversified The most powerful protection against errors in forecasts is
diversification. Every company (MSFT), economic sector (technology), region
(Japan) and asset type (stocks) is at risk of periods of poor performance that can
unexpectedly last for a decade or longer.
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5 Attempting to predict the best time to buy and sell
may mean you miss the market's largest gains. Simply staying
invested for this period resulted in a 10.8% annualized return

$50,800

Seven of the 10 best days took place within two weeks of

Due to fears around a
the 10 worst days. trade war with China
e Six of the seven best days occurred after the worst days and a possible Fed
policy error, the market
e The second worst day of 2020 (March 12th) was sold off 10% in late

immediately followed by the second best day of the year ATIE:

S&P downgraded

Collapse of Lehman the U.S. credit B
Brothers in September, ratmkg spu:jrm% I
2008 triggered a market rr;]ar Pit to decline
sell off and recession. N ar”F?)g Howevfer, I TU
Within one year, stocks I} (RIEE. SREM SR i

; Covid-19 led to a
recovered most of their o
| sharp decline in
osses

markets. Swift
$10,000 actions by the Fed
In June of 2016, the

| and policy makers led
"Brexit" referendum

. . to a quick recovery.
triggered a 5% decline,

followed by a

meaningful 3 day

recovery.
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Sources: YCHARTS: Standard and Poor’'s S&P 500 Stock Index
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DISCLOSURES

A Registered Investment Adviser - SEC

Registration as an investment adviser does not imply any level of skill or training.
Securities offered through Raymond James and Charles Schwab, Members NASD/SIPC
TRADES CANNOT BE ACCEPTED BY E-MAIL

Financial Insights does not accept orders and/or instructions regarding your account by e-mail, voice mail, fax or any alternate method. Transactional
details do not supersede normal trade confirmations or statements. E-mail sent through the Internet is not secure or confidential. Financial Insights
reserves the right to monitor all e-mail. Any information provided in this e-mail has been prepared from sources believed to be reliable but is not
guaranteed by Financial Insights and is not a complete summary or statement of all available data necessary for making an investment decision. Any
information provided is for informational purposes only and does not constitute a recommendation. Financial Insights and its employees may own
option, rights or warrants to purchase any of the securities mentioned in e-mail. This e-mail is intended only for the person or entity to which it is
addressed and may contain confidential and/or privileged material. Any review, retransmission, dissemination or other use of, or taking of any action
in reliance upon, this information by persons or entities other than the intended recipient is prohibited. If you received this message in error, please
contact the sender immediately and delete the material from your computer.
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APPENDIX:
Additional Charts
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ISM Deliveries Index
Highlights Issues With Shipping Expediency

(reading above 50 indicates slower than normal)
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Consumer Price Index
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In Thousands

Job Openings

12,000
10,000

8,000

6,000

4,000

2,000

0
o0

400

o\ o\ o\ o\ o\ o\ o\ o\ 20N 0\
SN0 2000 90T o0 0o 0T o 0T 0 01 o0 i OV o 08T 91T o

Source: bls.gov

35



New Business Formations
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1|52.5 miillion jobs in Februarny 2020

—5 mil.

April

June

—3.9 million jobs
since Feb. 2020

+210,000
in Movember

+18.5 million
since April 2020

Source: New York Times, bls.gov
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Why Hold Bonds In Your Portfolio?

The Case for Bonds: Diversification

NOV 1980 - Bonds have
JULY 1982 moved In
EQUITIES different
-16.52% directions

than stocks

SONDS in periods
21.63% of stock

market stress

1980 1990

+ Bonds act as ballast for a portfolio and can
help stabilize them during periods of stress
in the stock market

« They also provide income

JAN 2001 - JAN 2007 -
SEP 2002 FEB 2009

JAN 2020 -
MAR 2020

EQUITIES EQUITIES

-38.87%

EQUITIES

-19.57%

-50.95%

BONDS BONDS

15.82% 6.08%

BONDS

1.20%

2000 2010 2020

Source: Bloomberg, PIMCO. Stocks represented by S&P 500 Index. Bonds represented by Barclay's U.S. Aggregate Index.

Past performance is not a guarantee or a reliable indicator of future results.
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U.S. and Foreign Stocks

- The purpose and expectation of different investments is included below

Diversified Fixed Income

Intermediate Term Bonds

Cash & Short Term Bonds

« All of these assets are held in our portfolios

Purpose:
-Long-term growth engine for
the portfolio
-May help hedge inflation
-Dividends may help with long
term results
-Used to fund cash flows 10-15
years in the future

Performance and Volatility
Expectations:

Equities and similar
investments should be the
highest performing assets over
the long term.

Since equities may experience
large fluctuations in the short
term, they should not be used
to fund near term cash flows.

Purpose:
-Used as a portfolio diversifier
-Should help grow the portfolio
over long term.
-Used to fund cash flows 7-10
years from now

Performance and Volatility
Expectations:

These assets should help a
portfolio grow over the long
term but not quite as much as
stocks.

Diversified fixed income offers
somewhat of a middle ground
between stocks and bonds.
They are expected to help drive
performance over the long
term but with less risk than
stocks.

Purpose:
-Used as a portfolio stabilizer
-Help produce income for the
portfolio
-Used to fund cash needs over
the next 3-7 years

Performance and Volatility
Expectations:

Since bonds are thought of as a
portfolio stabilizer, we expect
them to offer a lower return
than stocks and diversified
income.

Bonds act as ballast for a
portfolio when stocks go
through periods of volatility.

Purpose:
-Used as capital preservation
-These assets help fund near
term cash needs
-Act as "sleep at night" portion
of the portfolio

Performance and Volatility
Expectations:

These assets should not be
considered as a source of
returns or income. However,
they offer liquidity in times of
stress. The rates earned on
these types of instruments are

not expected to keep pace with
inflation.
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Maximum & Minimum Returns Over Time For Stocks and Bonds
5] Captured in Rolling Time Periods (1, 3, 5 and 15 years)
July, 1997 - Current
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Sources: ycharts: stocks represented by S&P
500 Index, bonds represented by Bloomberg
Barclays U.S. Aggregate Bond Index
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