Quarter 2 - 2021 Market Update

This is what recovery looks like

April 18, 2021
By: Eric and Jenny Hilliard

We hope you are doing well as you read this Market Update Letter. This is our quarterly newsletter where we
review the past quarter, share our perspective on the current situation and what we expect going forward.

Lifting off...how far we have come

The last twelve months have been something none of us could have imagined back in 2019. Just over a year
ago business closures and lockdowns were taking hold. We found ourselves in the midst of a pandemic and
everyone was absorbing the reality and implications of restrictive government health mandates. Economists
and financial experts quickly began trying to determine what kind of recovery we would experience coming off
a man-made recession. This was to be a recession like no other experienced before and was new territory for
all of us.

Many initially argued for a V-shaped recovery, expecting all economic activity to slow dramatically, but then
ramp back up as we recovered from the pandemic. As time progressed, the economy realized more of a K-
shaped recovery. This type of recovery happens when different parts of the economy recover at varying rates
or times, versus a more even recovery across industries, sectors and workers. As an example, companies that
sold goods online recovered faster as people sat home and shopped (some using stimulus money) online,
while many service, entertainment and leisure businesses that endured the most restrictive closures are more
recently seeing business increase.

The stock market’s recovery has been more V-shaped, as investors began looking forward to an eventual
recovery, starting as early as late spring/early summer 2020. Currently, economic activity is quickly
accelerating as vaccinations occur, restrictions on business are lifted, and large financial stimulus are all
benefitting the economy. Gross Domestic Product (GDP) growth is expected to be quite strong over the next
quarter or two as the economy rebounds. After that we expect economic growth to likely slow back to a more
average, yet still positive pace.

Primary contributors to our recoveryfrom COVID-19
Vaccines
The U.S. invested in vaccines from multiple pharmaceutical companies and has distributed those vaccines
faster to the population than many other developed nations. This success is allowing us to resumie a more
normal lifestyle. As noted by Larry Adam, Raymond James Chief Investment Officer, in his April 12" webinar
titled “Resilience is in our DNA”, Israel, who has led the world in vaccinations, has found that when you have
25% of the population vaccinated, you begin to experience a systematic and more permanent decline in the
number of COVID-19 cases. According to the CDC, as of April 18th 30% of the United States’ population has
been fully vaccinated, and 50% of U.S. adults have received at least one Covid-19 vaccination, so we are
already above this metric.

Government spending
Government spending to help support the economy during the pandemic, including the recent 1.9 trillion
dollar stimulus package, has totaled 5.5 trillion dollars. That is 2.5 times more than what was spent during the



Great Recession in 2008 and more than 10 times (in today’s dollars) what the government spent during the
Great Depression. This unprecedented level of monetary support has put dollars into the pockets of many
Americans, some of which has found its way to the markets.

Federal Reserve support
Additionally, the Federal Reserve increased their balance sheet by 3.5 trillion dollars, buying bonds and
mortgage-backed securities.

The combined support of government spending and the Federal Reserve’s balance sheet increase totals 9
trillion dollars. That amount, according to Adam, is enough to be the third largest economy in the world. It is
also more than the combined economies of Japan and Germany.

All of this is allowing the economy to not only re-open, but do so with expectations for strong consumer
spending and economic growth. There is a lot of pent-up demand for spending. Consumers with stimulus
checks in hand and who have enjoyed increases in the value of real estate and investments are ready to get
out and spend money. Adam noted in the webinar that the Federal Reserve recently raised their expectations
for GDP growth by 2.3%, saying they now believe the U.S. economy will grow by 6.5% during 2021. That is the
single largest growth-revision increase ever.

First QuarterIndex performance and Market Update

Before we go on to discuss the broader picture as we see it currently, please take a few moments to review
first quarter-2021 returns. The eye-popping returns for the past twelve months are likely to stand out. These
are the returns from the bottom of the COVID-19 induced sell-off. It is yet another example of why it almost
always pays to remain invested, rather than panic and abandon the market during tumultuous times. As nerve-
wracking as it was, 2020 turned out to provide a great opportunity for those able to add to investments.

Dow Jones Target Risk Indexes QTD YTD Past 12 months
Dow Jones Aggressive Index 6.62% 6.62% 63.39%
Dow Jones Moderate Aggressive Index 4.67% 4.67% 48.91%
Dow Jones Moderate Index 2.53% 2.53% 35.47%
Dow Jones Moderately Conservative Index 0.34% 0.34% 22.70%
Dow Jones Conservative Index (2.00%) (2.00%) 9.58%
U.S. Equity Indexes
S&P 500 (Total Return) 6.17% 6.17% 56.35%
RUSSELL 2000 (Total Return) 12.70% 12.70% 94.85%
International Equity Indexes
MSCI| EAFE DEVELOPED MARKETS 3.48% 3.48% 44 .57%
MSCI EMERGING MARKETS 2.29% 2.29% 58.39%
Fixed Income Indexes
BLOOMBERG BARCLAYS US AGGREGATE BOND (3.37%) (3.37%) 0.71%
BLOOMBERG BARCLAYS US CORPORATE HIGH YIELD BOND 0.84% 0.84% 23.72%

Retums provided by Momingstar as of 3/31/2021

Turn, turn, turn, to everything there is a season
This song that has been covered by multiple artists, but was originally sung by The Byrds comes to mind as we
write this. The past several years, and especially last year was the season of growth-style investing. If you



never re-balanced your portfolio the past few years, you would likely be way over-weighted in growth-style
investments. This year value investing has come roaring back. Let us explain how and why this is occurring.

We noted on our First quarter Market Update in early January that the strong gains made during November
and December represented the strongest November/December combo ever. As a result, we stated in the
short-term markets were over-extended we anticipated a consolidation period or pull-back.

What ended up happening is that instead of a full-fledged correction the market instead began rotating. Some
areas of the market, such as technology and stay-at-home stocks that did quite well through the pandemic
were sold off so that buying could occur in other areas of the market that now look poised to benefit from the
economic improvement:

¢ Financial companies benefit from an increase in economic activity and higher interest rates.

¢ Energy is enjoying tailwinds from an increase in oil prices and improvement in the economy. After a
long period of underperformance, during which many energy companies found ways to cut cost and
run more efficiently, these companies are attracting investors.

¢ Consumer discretionary businesses, such as retailers, restaurants, entertainment and travel have
all been coming back to life. Investors started investing in these areas in anticipation of restrictions
being lifted, life getting more back to normal and a pent-up demand for these types of activities.
They also are beneficiaries of stimulus checks.

¢ Industrials businesses also benefit from the re-opening. Additionally, the Federal Government is
working on an infrastructure package that would benefit many companies in this sector.

The result of all this rotation was a correction within areas such as technology, some online retailers, grocers
and staples that made strong gains in 2020. However, with investments going into formerly unloved areas
there was an overall broadening out of investments, so the S&P 500 and Dow Jones Industrial Average indices
were able to continue a slow march higher, making new all-time highs. More recently money is flowing back
into some of the stocks that corrected and market breadth is very strong, an indication of an overall healthy
economy and market.

At any time a correction may still occur, and likely there will be at least one during 2021, but with low (although
rising) inflation, continued low (although slightly rising) interest rates and a very accommodative Federal
Reserve that has told us repeatedly they don’t expect to raise rates any time soon, we expect continued gains
across many areas of the market to occur.

What could be cause for concern

Massive government spending - The amount of government spending that has occurred this past year is
unprecedented. The Biden administration is planning tax increases to offset some of the spending, but they
really can’t tax their way out of this much debt and additional spending they want to take incur through a yet-to-
be-passed infrastructure package.

Inflation - Inflation is picking up, coming off very low levels. As everyone gets out and increases spending a
short-term surge in inflation is expected, but Federal Reserve Chairman, Jerome Powell continues to express
his opinion this will be temporary. Currently most experts believe sustained inflation will not rise much above
2%. The economy can continue doing quite well around that level.

Rising bond rates — Rising rates were partly to blame for the recent correction in technology stocks. When
interest rates rise the cost of borrowing increases and many growth companies borrow money to help fund
their growth. Adam believes that the 10-year treasury yield will top out about 2% at year-end. While it has been
rising as the U.S. economy recovers from the pandemic, a few things will help keep the 10-year from rising
much about 2% in the near future.



1. Many countries outside the U.S. are behind us in the pandemic recovery. Most countries have
extremely low interest rates, so the current 2-year rate around 1.6% in the U.S. (as we write) is
more attractive to investors. Healthy demand for U.S. government bonds helps keep rates low.

2. ltis in the best interest of the U.S. government for interest rates to remain low. According to Adam,
combining all government and personally held debt in the U.S. totals 46.1 trillion dollars. Higher
rates means it will cost more to pay off that debt. That would slow the economic recovery. The high
amount of debt is a concern and one that will have to be dealt with, but for now as long as interest
rates remain low and economic growth is strong that will help.

If experts are wrong about inflation expectations or if treasury bond rates rose much higher than expected or
too quickly those things would create headwinds for the market, so we are paying close attention to these
things.

Finally, at some point the Federal Reserve will need to begin raising interest rates. That could certainly cause a
market pullback. Overall though, things are supportive of the bull market continuing for the foreseeable future.

We will continue e-mailing you invitations to informative conference calls when they occur. Please also check
our website and social media pages regularly for timely updates on all these topics.

Facebook: https://www.facebook.com/hfgraymondjames
LinkedIn:
Eric Hilliard, CFP®, Branch Manager https://www.linkedin.com/in/ewhilliard/
Wade Stafford, CFP®, Associate Financial Advisor https://www.linkedin.com/in/ericwstafford/
Jenny Hilliard, Investment Executive: https://www.linkedin.com/in/jennyhilliardrj/

As always, please let us know of any significant changes in your life or situation that could impact your financial
plan. In the meantime, we continue to follow the processes we have developed over the years that enable us
to provide you our very best.

Thank you for your trust in me and in our practice.

Sincerely,

Eric W. Hilliard

CERTIFIED FINANCIAL PLANNER ™
Branch Manager

Trusted advisors, helping our clients invest, preserve, and distribute wealth since 1973.

Raymond James Financial Services, Inc.
Member FINRA/SIPC

5720-201 Six Forks Road

Raleigh, NC 27609

919-846-7268

www.raymondjames.com/hilliard/
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The information contained in this reportdoes notpurportto be a complete description ofthe securities, markets, or developments
referred to in this material.

To opt out of receiving future emails from us, please replyto this email with the word “Unsubscribe” in the subjectline. The information
contained within this commercial email has been obtained from sources considered reliable, butwe do not guarantee the foregoing
material is accurate orcomplete. The information has been obtained from sources considered to be reliable, butwe do not guarantee
that the foregoing material is accurate orcomplete.

Investing involves risk,and investors mayincur a profit or a loss regardless of strategy. All expressions of opinion are subjectto
change.Pastperformance is notan indication of future results and there is no assurance thatany of the forecasts, statements, or
opinions mentioned will occur.

DJ GLB Aggressive Index - The DJ GLB Aggressive is a total-portfolio index that allow investors to evaluate the returns on their
portfolios considering the amountofrisk they have taken. These profiles are defined based on incremental levels of potential risk
relative to the risk of an all-stockindex. It's made up of composite indices representing the three major assetclasses: stocks, bonds and
cash.The assetclass indices are weighted differentlywithin each relative riskindexto achieve the targetedrisklevel. The weightings
are rebalanced monthlyto maintain these levels. The DJ GLB Aggressive indexis 100% of All Stock Portfolio Risk.

DJ GLB Conservative Index- The DJ GLB Conservative is a total-portfolio indexthat allow investors to evaluate the returns on their
portfolios considering the amountofrisk they have taken. These profiles are defined based on incremental levels of potential risk
relative to the risk of an all-stockindex. It's made up of composite indices representing the three major assetclasses: stocks, bonds and
cash.The assetclass indices are weighted differentlywithin each relative riskindexto achieve the targeted risklevel. The weightings
are rebalanced monthlyto maintain these levels. The DJ GLB Conservative indexis 20% of All Stock Portfolio Risk.

DJ GLB Moderate Aggressive Index - The DJ GLB Moderate Aggressive is a total-portfolio index that allow investors to evaluate the
returns on their portfolios considering the amountofrisk they have taken. These profiles are defined based on incremental levels of
potential risk relative to the risk of an all-stock index. It's made up of composite indices representing the three major assetclasses:
stocks, bonds and cash. The assetclass indices are weighted differentlywithin each relative risk index to achieve the targeted risk
level. The weightings are rebalanced monthlyto maintain these levels. The DJ GLB Moderate Aggressive indexis 80% of All Stock
Portfolio Risk.

DJ GLB Moderate Conservative Index - The DJ GLB Moderate Conservative is a total-portfolio index that allow investors to evaluate
the returns on their portfolios considering the amountofrisk they have taken. These profiles are defined based onincremental levels of
potential risk relative to the risk of an all-stock index. It's made up of composite indices representing the three major assetclasses:
stocks, bonds and cash. The assetclass indices are weighted differentlywithin each relative risk index to achieve the targeted risk
level. The weightings are rebalanced monthlyto maintain these levels. The DJ GLB Moderate Conservative indexis 40% of All Stock
Portfolio Risk.

DJ GLB Moderate Index - The DJ GLB Moderate is a total-portfolio index that allow investors to evaluate the returns on their portfolios
considering the amountofrisk they have taken. These profiles are defined based on incremental levels of potential risk relative to the
risk of an all-stock index. It's made up of composite indices representing the three majorassetclasses: stocks,bonds and cash. The
assetclass indices are weighted differently within each relative riskindexto achieve the targeted risklevel. The weightings are
rebalanced monthlyto maintain these levels. The DJ GLB Moderate indexis 60% of All Stock Portfolio Risk.

The Dow Jones Industrial Average is an unmanaged indexof 30 widely held stocks. The S&P 500 is an unmanaged indexof500 widely
held stocks. The MSCI EAFE (Europe, Australia, Far East)indexis an unmanaged indexthat is generallyconsidered representative of
the international stock market. MSCI Emerging Markets Indexis designed to measure equitymarketperformance in 23 emerging
marketcountries. The index's three largestindustries are materials, energyand banks. The Russell 2000 is an unmanaged indexof
small cap securities. The Bloomberg Barclays US Aggregate Bond Index is a broad-based flagship benchmark thatmeasures the
investmentgrade, U.S. dollar-denominated, fixed-rate taxable bond market. The Bloomberg Barclays U.S. Corporate High Yield Bond
Index is composed of fixed-rate, publiclyissued, non-investmentgrade debt, is unmanaged, with dividends reinvested and is not
available for purchase. The indexincludes both corporate and non-corporate sectors. The corporate sectors are Industrial, Utility and
Finance which include both U.S. and non-U.S. corporations. An investmentcannotbe made in these indexes. Index performance does
not include transaction costs orotherfees, which will affect actual investmentperformance. Individual investor’s results will vary.
International investing involves additional risks such as currencyfluctuations, differing financial accounting standards, and possible
political and economic instability. These risks are greaterin emerging markets. The performance noted does notinclude fees or
charges, which would reduce an investor's returns. Assetallocation and diversification do notguarantee a profit nor protect againsta
loss. Any Opinions are those of Eric and Jenny Hilliard and are not necessarilythose of RJFS or Raymond James

Securities offered through Raymond James Financial Services, Inc.,member FINRA/SIPC. © 2018 Raymond James Financial
Services, Inc., member FINRA/SIPC. Investment Advisory Services offered through Raymond James Financial Services Advisors, Inc.

Raymond James Financial Services does notacceptorders and/orinstructions regarding your accountby email, voice mail, fax or any
alternate method. Transactional details do notsupersede normal trade confirmations or statements. Email sentthrough the Internetis
not secure or confidential. Raymond James Financial Services reserves the rightto monitor all email. Any information provided in this
email has been prepared from sources believed to be reliable, butis not guaranteed by Raymond James Financial Services and is not
a complete summaryor statementofall available data necessaryformaking aninvestmentdecision. Any information provided is for
informational purposes onlyand does notconstitute a recommendation. Raymond James Financial Services and its employees may



own options, rights or warrants to purchase any of the securities mentioned in this email. This email is intended onlyfor the person or
entity to which it is addressed and maycontain 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 otherthan the intended recipientis
prohibited. If you received this message in error, please contactthe senderimmediatelyand delete the material from your computer.



