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The Dow Jones Industrial Average (DJIA) finished

December at 33,147 down -4.17% for the month, down “"Markets had begun 2023 with solid gains,
-8.78% to end the year. The S&P 500 closed December at buoyed by optimism that the Federal Reserve
3,839, down -5.90% for the month, down -19.44% in 2022. may soon begin slowing the pace of its

The NASDAQ Composite lost -8.73% in December, ending interest-rate rises ... But in recent days that
the year down -33.10%. Small-company stocks as measured upbeat mood has started to fade, with

by the Russell 2000, ended December down -6.64% for the investors concerned that the lagged effects of
month, down -21.56% for the year. Energy (+62.05%) was the Fed's rate rises are beginning to take their
the best and Communication Services (-38.72%) the worst toll." (The Wall Street Journal, "Stocks Close Lower as
performing sectors in 2022, Recession Worries Deepen,” Matt Grossman, Jan. 19, 2023)

2022 IS OVER BUT RECESSION RISKS REMAIN IN MARKETS

It's been said that any recession taking place in 2023 may be the most expected and anticipated recession in history.
The Federal Reserve, forced to hike interest rates at the fastest pace on record in 2022, is setting out to slow down and
cool off the economy by design, in order to fight inflation. It's now the most likely scenario, according to many Wall
Street economists, that the United States and even the global economy will face a mild to moderate recession sometime
in 2023. Some have suggested that a recession is even necessary in order for inflation to slow to more normal levels.
Unemployment is expected to rise moderately from its currently historically low levels, and consumer spending, the
largest component of U.S. GDP, is expected to slow as consumers tighten their belts following a year of high inflation, a

reduction in savings rates and the depletion of pandemic-era savings.

Importantly, markets are often far ahead of the current economy, and with the S&P 500 falling over -19% in 2022, it's
important to consider how much of a potential slowdown may be priced into markets at these levels, and any areas
where markets may be overconfident or overly pessimistic. Below we'll share a few of our tips for investors right now, as

the calendar carries over to a new year, but many of the same market risks remain.

e Attempting to time recessions often leads to sub-par results. While it may seem simple to predict that there may be

a difficult economic environment in 2023, what's much harder to know is how markets will respond to future
developments in the economy. De-risking a portfolio requires not only knowing when to get out, but also knowing
when to get back in, the step that often leads to eventual underperformance for market timers. In our view, it's a
much better strategy for investors to match their time horizons and cash needs with an appropriate long-term mix
between stocks, bonds and cash. Investing only longer-term funds in equities allows investors to remain invested
through short-term volatility, positioning them to benefit from an eventual recovery, and limiting the risk of needing

to sell at an inopportune time.

" 2022 was an unprecedented year: The Federal Reserve boosted short-term interest rates seven times,
about 0% to a target of 4.25% to 4.5%. That pressured bond prices, which t move inverselyto yields, pushmg the
Bloomberg U.S. Aggregate Bond Index down 13%, its worst performance since its inception in 1976. Another year

of double-digit losses in bonds is less likely... Toward the end of 2023, if inflation keeps receding, rates could =
even dip, providing capital appreciation.” \ ‘
(Barron's, "Don't Give Up on the 60/40 Portfolio. How to Rebuild It,” Lawrence Strauss, Jan. 10, 20233




* An ongoing savings habit can be beneficial. One of the benefits to how the average worker saves in a 401(k) is

that there are regular, ongoing contributions into the investment. This allows for investors to benefit at least
partly from down markets by making investments at lower price levels. For investors who are able, continuing to

make investments into their accounts, while always a good thing, can be especially valuable in down markets.

e Cash management is as important as ever. One of the best advantages an investor can have in a down market is a

healthy cash reserve, sufficient to cover near-term cash needs. This reduces the need to sell investments with
near-term losses, allowing the assets to eventually recover. For investors considering new investments, we would
encourage setting aside a healthy cash reserve of between 6 to 24 months of expenses. For investors with

existing portfolios, if markets remain sluggish and existing reserves are spent down, we can work with you to

strategically plan for the best way to meet cash needs in the near term. Don't hesitate to reach out.

Market Metrics

I Y — CLOSE AS OF CLOSE AS OF BREVIOUS 2022 YTD
11/30/2022 12/31/2022 MONTH END =
Dow Jones Industrial Average 34,589.77 33,147.25 -1,442.52 -8.78%
S&P 500 4,080.11 3,839.50 -240.61 -19.44%
NASDAQ Composite 1,467.99 10,466.48 -1,001.51 -33.10%
RUSSELL 2000 1,886.58 1,761.25 -125.33 -21.56%
Fed Funds Rate 4.25%-4.50% 4.25%-4.50% UNCHANGED
2-Year Treasury 4.38% 4.41% +0.03%
10-Year Treasury 3.68% 3.88% +0.20%
Crude Oil $ per Barrel $80.55 $80.26 -$0.29 +6.71%
Gold $ per Troy oz. $1,759.90 $1,826.20 +$66.30 -0.13%
UK Point in U.S. $ $1.1909US=1£ $1.2029US=1£ $ WEAKER -11.19%
Euroin U.S. $ $1.0297US=1€ $1.0673US=1€ $ WEAKER -6.15%
Canada $ per US. $ $1.3557C=$1.00US $1.35495C=$1.00US $ WEAKER +7.27%
Japan Yen per US. $ 139.54¥=$1.00US 131.945¥=$1.00US $ WEAKER +14.58%
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