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This is aChditfof iwcultte as it feels negligent to write a
i nvest ment markets without first pausing to acknowl ec
Uni t ed Slthaet ecshaos we experienced at our nat itohned so ncgaopiir
threats of armed protests around the country |l eading
a second i mpeachment tri al iftohre ofuirr ssti titniAsoguwp thé ssit doer nyt.
t hwarted kidnapping pl ot surMiocuin dgimeng tylRergover seemedt
matter of time before something went (yPutagaign)t hti ag

perspective, we know it bhsetondfy awr exdpwlmdtsitor ut hat a
I't is not Aus.o0 And yet, this handf ul of people repre
accordimjguoysal. We hope and pray these unprecedented eve
stromgeemocracy, a more civil society, and one in whi
Webdbve shared many ti mes tphoati tpioclailt iecvaelntasnd ngpeaocct | nve
4% of thd ntifme.t , in the | ast oHet hendsednyvasairen ohl k.
resulted in a stock mar ketmodnetchl ipredotitbextdalecaudti nNpttree 1 2

dropping of the atomic bomb. Not the assassination of John F. Kenn

Martin Lutheaerf Kchgutnhesdai wifl 1967 and -Wy@dh, hwhigl, e shhe ad
resulted in U.Srestuook mhaketnupe@ 0t% e nwspaideely.

Stock market resiliency stems from the expect®weion t1}
strongly bewiilelvebet tihse case going forward and encour a
democracgsi bdlemdi,t sOuakgm.di ci al syArndcm assi ntaogtof poc

occur, though sadly, it fheasc ddfelreln. anyt hing but
Accordingly, many of our 2021 peedfic20d2Biseaemr s moumr
psychol ogical) worl ds feel upended.

SFG6s 10 Predictions for 2021
Prediction #1

covin9o wildl be Aunder control 6 i nd ntflee tliaosmts haldf hofs pd
wi || be falling rapidly. An incredible three vacci nes:s
the world have invested heavily in multiple vaccine ¢

manufacturing andreéeispomniskeutioomwhian many expertsthreaer i
event foine@ad eThe combination of those wh-49dmmd et ad 3 & aw
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https://www.npr.org/2020/05/14/855918852/heavily-armed-protesters-gather-again-at-michigans-capitol-denouncing-home-order?utm_source=Newsletter&utm_campaign=d0868efe93-Dec+19+2017%3A+Monthly+Market+Update+Conf.+Call_COPY&utm_medium=email&utm_term=0_f6358d2a5c-d0868efe93-134753963&mc_cid=d0868efe93&mc_eid=23f6a625c2
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h e S NOTE: VALUE FOR 2020 IS BASED ON PRELIMINARY END-OF-SEASON
ESTIMATES.
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Mass Distribution of COVID-19 Vaccines
Expected By Mid-2021

%
8o 4 Bo
NOT BEFORE 2022
60 4 60
40 40
Q22021
20 BEFORE Q2 20

2021

DEC-02 DEC-07
© BCQL Research 2020
SOURCE: THE ECONOMIST/GOOD JUDGMENT INC. FORECASTS FROM GOOD JUDGMENT'S PROFESSIONAL SUPERFORECASTERS. DATA ACCESSED DEC. 9, 2020.

OCT-13 OCT-18 OCT-23 OCT-28 NOV-02 NOV-07 NOV-12 NOV-17 NOV-22 NOV-27

16 | January |20 21 Page| 2



Prediction #2
The aftermath of the plaindeerwvicngvi | Oubeheal th care syst
stressed, but -ahamwmgedy boy t he Whanheemithher pandemics i1
had much higher death rates (which, sadly, included I
people i mpacted nbhyc tihsi snepaenrdeh aNiddss thiadt sraiiad.,, t he mea
pandemic have been equally historic.
Bad as itdéds been (and is), we continue to Hdpaardremveek]l
medical treatments as a result ed fwham pasdaeamidci sedes
and treat ment .
Job | osses resulting from the pandemic will-tmaami migl |
even faster tha@ahipragdpeted.to be a priority for the
Li ke the ececlo2edbumyat Kon has been hard hit by the panden
predicting | earning | evelmormtalve foberent fetawbarckge stude
for | ower inco@wer s¢hidlechtdevel opment friends tetb geti
back to the nor mal l earning curve, with students froi
job dislocation is the greatest) having the greatest
Prediction #3
Corporate earnings should rebound well ipr i20e€sl ,t and v
advance modestl y.
The Adigital pivoto of the economy has been intense,
companies who are now holding meetings remotely, sper
trainAsnga result, many pri vatees ahnadv ep uibnlcirce acsoentdp afnor e c a ¢
fl ow bx0%0going into 2021.
This may be offset, however, by the |likelTheodegftthie
i mpact of higher taxes varies from companpyr etdoi cctoi nmpga nay
average decrease
L11smwi 1 n | Corporate Profit — Strong Rebound Likely
t hat said ’ S&P 500 earnings per share
p an d e ml c a Index annual operating eamings
t h e econom = B Consensus analyst estimates ]
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vote margins are razor thin so time will tell i f

and jobwl twiithdt emgl.beWwe expect suchclagd itmul prso wiade
the economy and corporate earnings in some sectors.
And yes, this means the government debt will gr-ow
term i mpact on the 2021 forecasts, but thesedaypef hrae:t
fiveetvoggrear s, than our I|-a8tyéarscabMobrefod the |ikel
fut LCrheat s .

I n many cases, earningsp wiol It hsei mplrye tccahteadh val uati ons
pandemic in sever alt escehcntodrosg ys uacnhd aghsome @ mpr o-upmpati od
where reality chases expethayianse alsocommwaver, i
Prediction #4

U.S. | arge cap companies wil/l putter along whil e
after Ilgagfgoirn yERRiIrs.i s an opportunity we have already
accounts. We are implementing and considering differe
account s.

As seen & martth, many asset classes did queaddpainl 208 0s om
areas back into the positive category as news of
However, the potenti al ' ight at the emadn potfo ctkhse tpoa nldeevn
that now create | ess rfobtusrte prretjwercnds.ons for

Asset Class Returns

2006 - 2020

2005 2007 008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 Ann. Vol.

REITs fied REms | RETs | REMs Large |ESEMRON Large
Income Cap Cap Cap
5.2% o 31.5% 20.0% 9.8%
Comdty Comdty Cash High High
Yield onld Cap Yield
16.29 1.89 59.4% ¥ 19.6% 32.4% 13. 7% 14.3%
om Fixed Fixed Large
Equity | Income | Income Clp
23.3% 6.0% 0.5%
Asset Cash Comdty High oM
e, Yield Equity
. 0.0% 11.89% 22.7%

'
.
A } »

High Cash High I High DM High

Yield c. Yield R i Yield Equity Yield

13.7% 8% o % 9 % 5.0% 12.2%

High Cash High . - Fixed Assot
Yield Yield hcm Alloc.
3.6% % A % 1.8%
EM Comdty DM comadty. | comaty Fixed
Equity Equity lm:m

. CS 2.3% “13.4%
Comdty REITs Cash Cash Comdty. |Comdty. | Comdty. | Comdty Cash Cash Cash Comdty Cash
15.79 0.1% 0. 9.6% «17.0%

Source: Barclaya Bloomberg_ FactSet, MSCI, NAREIT, Ruseell, Standard & Poor’s, JP. Morgan Asget Managsment

Large cap: S&P 500, Small cap: Russsll 2000, EM Equity: MSCI EME, DM Equity: MSCI EAFE, Comdty: Bloomberg Commodity Index, High Yield: Bloomberg Barclays Global HY Index, Fixed
Income: Bloomberg Barclays US Aggregate, REITs: NAREIT Equity REIT Index, Cash: Bloomberg Barclays 1-3m Treasury. The "Asset Allocation™ porifolio assumes the following weights: 25% in
t:e S&P 500, 10% in the Russell 2000, 15% in the MSCI EAFE, 5% in the MSCI EME, 25% in the Bloombearg Barclays US Aggregate. 5% in the Bloombarg Barclays 1-3m Tresasury. 5% in
the

Bloomberg Barclays Global High Yield Index, 5% in the Bloomberg Commodity Index and 5% in the NAREIT Equity REIT Index. Balanced portfolio assumes annual rebalancing. Annualized
(Ann) return and volatility (Vol) represents period from 12/31/05 to 12/31/20. Pleass see disclozurs page at end for index definitions. All data represents total rsturn for

stated period. The “Asset Allocation™ portfolio is for illustrative purposes only. Past parformance is not indicative of future returns.

Guide to the Marksts - US. Data are as of December 31, 2020.
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S&P 500 Index: Forward P/E ratio
Std. dev.
26X 1 Valuation 25.year Over-/under-
measure Description Latest avg.* Valued
24x PIE Forward FE 22.33x  16.56x 1.79
CAPE Shiller's PIE 3424 2747 1.10
Div. Yield  Dividend yield 159% 2.05% 1.37 Dec. 31, 2020:
2% PIB Price to book 384 299 1.16 222X
PICF Price to cash flow 1593 1079 254
EY Spread EY minus Baayield 1.35% 0.06% -0.65
AN — i — e 4 BB A i om0 o o i e e e e (1 (A (] B
+1 Std. dev.: 19.79x
18x 1
25-year average: 16.56x
16x | ' '
14x
] P e IR O e T T Pl O S P MO 20
-1 Std. dov.: 13.34x
12x
10x
8x T T T T T T v T T T T T
‘95 '97 ‘99 '01 '03 '05 '07 '09 "11 13 15 17 '19
Source: FactSet, FRB, Robert Shiller, Standard & Poor's, Thomszon Reutsrs, JP. Morgan Assst Management
Priceto-eamings ie price dvided by consenzus analyst ectimates of eamings per share for the neot 12 months as provided by IBES sinca December 1995, and FactSet for Decamber 31, 2020. Current net 12-
months consensus samings estimates are $167, Average P/T and standard devistions are calculated using 25 years of BES history. Shillers P/E uses trafing 10-ysars of inflation-adjustec samings as reporiad by
companice. Dividend yisld is caloulated as the na¢ 12-months conseneus dridend divided by moet racent prics. Priceto-book ratio is the prce divided by book value per chars. Pricsto-cach flow i price divided by
NTM cash fiow. EY minus Baa yield & the fonvard eamings yield (consensus analyst estimates of EPS over the next 12 monthe divided by price) minue the Moody's Baa seasoned comorats bond yield
Std dev. over-/undervalued & calculated using the average and standard deviation over 25 ysars for sach maasure. Guide to the Marksts - US, Data ars as of Decsmber 31, 2020.
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S&P 500: Index Concentration, Valuations
and Earnings

PIE ratio of the top 10 and remaining stocks in the S&P 500 Weight of the top 10 stocks in the S&P 500
Next 12 months % of market capitalization of the S&P 500

40K - Current Average % of avg. 32%
Top 10 33.3x 19.4x 172%
Remaining stocks ~ 19.7x  15.5x 127% 28% Dec. 31,2020:28.6%
44x S&P 500 22.3x 16.2x 138%
24%
39x - 20%
16%
34x 4
‘96 '98 ‘00 02 ‘04 06 08 M0 ‘12 ‘14 ‘16 '18 20
29x 4|
Earnings contribution of the top 10 in the S&P 500
Based on last 12 months' eamings
24x | 32%
28%
19x Doc. 31, 2020:23.7%
24%
14x A 20%
16%
9x 12% ~+
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Source: FactSet, Stancard & Poos, JP, Morgan Acset Mansgement.
The top 10 S&P 500 comparies ara bazed on the 10 largest indax constiuents at tha baginning of each morth. The weight of aach of thaze companies & revised monthly. As of Decamber 31, 2020, the
top 10 companiss in the indax were: AAPL (68%), MSFT (5.3%), AMDN (45%), FB (21%). TSLA (17%), GOOGL {L7%), GOOG (16%), BRKB (N%) JNJ (139%), JPM (1296) and W(1.2%6)

Cuids to the Marksts — US. Data ars as of December 31, 2020.
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mar kets, with the | ower 490 stocks finally breaking ¢
next slide).

Brutal Three-Year Stretch for the
“Average” Stock Is Over

Value Line Arithmetic Index
50 & 200-Day MA v

p£000

7000

P 4000

-23.57% 5000
A difficult 3-year bear
market - punctuated by the
March 2020 decline - is
over for the "average” stock.
Very overbought, but we're pso
buyers of pullbacks in 2021.
)
-45.80%
M R VLSRR Xa T Sep 0ec iR da® e Dec
2018 2019 2020
VALUA Index (Value Line Arithmetic) SRP TECHNICAL ANALYSIS Daily 310€C2017-220€ Copyright? 2020 Bloomberg Finance L.P, 22-Dec-2020 10:27:09
Source: Strategas
Ont he foll owiheg§t pagegas$ checklist of bull mar ket tops
factors has signaled wedre at the top of the mar ket ¢
stock research services, but even $t$o0ostwehbel debe mae:

When margin debt gets excessively high and begins to
term.tdoMargin debt today is high, although hasnbét yet

amousn of carshmeomn |l tyhel snds. The high margin debt does,
specul apt vemiwhml e a moderate | evel of optimism is fin
results often resul ts-dirn vferno tnhayr, klerddsdodisuenrh f o Maogi ng.
debt kashed its highest point in two years as invest
against their investment portfolios through November,
from May of 2018, according to the FindridiNRWILsdspgec:t
December data will show a similar trend. Not yet a cl
| mport aenmi md:eAr record stock market is not the same as

reached hundreds of record bughistésnonhy hactandeewmdeh c
during that time where the mar kdtordec Iqiumead ewhiolve mt ysi
earnings growth caught wup.
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Bull Market Top Checklist

2000 2007 Cwrent Comments
. Don't want to call this 2 blow off top vet
B e ll eve It 1. Blow-off top v v X although the S&P is about 10% above its 200
day moving average.
.3 " e ETF's have seen lacge mflows but overall
O r N Ot 2 H:av; m(?o“s IR EquE) v v X equity fand flows are nnderwhelming in
’ MRS e aggregate. Money macket mutial fund assets
F S o gemains high as well
eW I g n S M&A activity has begnn to pick up but
joe <o 2o 2 completed activity remains low this vear. The
3. Big pick-up in M&A activity | ¢ v X pipeline remains robust which could help to
u a r et deive equity prices higher.
H as IPO activity has shown a significant pick-up
paT lately and blank check companies have raised
4. IPO activity ¥ Y v more capital this vear than thev did in the
Exhausted e
N 3 A > Real rates have declined meaningfully aft
Itse lf 5. Rising real interest rates v | v X peak::g fis M owailia: ey
6. Weakeni rard i >
re‘is::n:nulg upward eamings | | X : iogs sevisions seaaio nea the highest
evels in history.
7. Erosion in number of stocks Z I’ X I T —
i i ‘ rea s exp cantly duding
making new highs the caszeat cally,
8. Shift towards defensive v | v x| Cyclically oriented sectors have continued to
leadership tun higher. Although Tech has been 2 leader
this vear, the pace of ontperformance has
begua to slow.
Investment grade spreads are back to theic
9. Widening credit spreads v v X lows and high vield spreads have recovered
significantly from the pandemic highs.
Source: Strategas, 01/04/2021
Thi s sd&amadt
| ontger m
forecast from
BCA highlights
the areas with
mor e headwinds
(mo st bonds,
pl ssome U. S.
stock areas) and
more tail winds
(gol d,
international
guality stocks
and emerging
mar ket s) .
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