VALENTINES MONTH

Entering the month on the back of a Fed meeting that all but sapped the market of its overzealous rate cut expectation, the S&P 500 Index

nonetheless rose 5.2% in February. Despite Federal Reserve Chairman Powell even taking to 60 Minutes days later to communicate the Board'’s

rhetoric of “higher for longer,” the market seemed more inspired by the promises of Al and Ozempic alchemy to cure what ails.

Two Roads Diverge: Stocks and Rate Cut Pricing
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No longer able to rely on aggressive rate cut expectations to fuel gains, bullish investors instead pivoted to the prospect of sustained positive

earnings results, and corporate management obliged on fourth quarter earnings calls. For some companies it has been about doing more with less,

such as Masco and Williams-Sonoma, where managements are focused on driving earnings growth despite top line weakness.
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At the other end of the spectrum reside the Generative Al-fueled beneficiaries Microsoft, Applied Materials, and Broadcom where top line growth is
of primary interest to investors. These expectations have been supported by managements’ commentaries confirming this developing growth driver
and culminating in a resounding manner by industry leader Nvidia’s impressive results. This has helped not only instill confidence in investors who
are looking to participate in the anointed next great tech boom but also more broadly in the overall market, pushing valuations to historically high
levels.

Regarding Gen Al’s growth opportunity, we will continue looking for ways to prudently participate while also acknowledging that this growth is likely
to come in multiple stages and evolve over time as it did with the internet’s development in the 1990’s/2000’s. At each stage there will be winners
and losers and the road is likely a long and winding one.

We should also highlight the impact fiscal policy has had on corporate results and ultimately in countering the tightening conditions the Fed has

enacted over the past two years. With S2 trillion annual budget deficits becoming the norm over the next decade, fiscal support remains in place.
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Given this backdrop, along with the structural drivers of inflation remaining largely in place (energy transition, reshoring of
manufacturing/deglobalization, geopolitical, demographics), we prefer maintaining a shorter duration schedule to our fixed income investments to
protect our clients from interest rate risk. This meshes well with our owning companies with strong free cash flow and reliable prospects on the
equity side of portfolios.

Those with a myopic view have certainly performed well in this market. We will continue to don our bifocals ensuring a balance between current
market enthusiasm and long-term market awareness. We remain vigilant in preparation of when (not if) the fickle audience shifts its gaze to the next
big thing.

If you have any questions, please do not hesitate to reach out to your trusted investment advisor.
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