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Plenty of Potholes on the Road to Recovery

After reviewing the economic and market environment, FSA and Highland
offer the following comments on the current landscape:

The Highland Investment Working Group is increasingly constructive on the
intermediate term growth outlook. This is consistent with our most recent
Highland Diffusion Index (HDI) reading, which signals a favorable backdrop
for assets like core equities, high yield bonds, and listed real estate (REITS).
Speaking to that framework:

«  Our economic indicators remain favorable, due to healthy manufacturing
and building permits activity.

« Equity market momentum is increasingly supportive. Stock market
internals are also improving. This reflects the outperformance of procyclical
recovery-leveraged stocks like hotel and brick-and-mortar retail names
over these last couple weeks.

«  Our employment indicator has inflected lower due to a declining Job
Openings and Labor Turnover Survey (JOLTS) rate. However, this doesn't
necessarily signal longer term labor market challenges.

In light of our improving outlook for the economy and the markets, we feel
investors should be rewarded for taking on risk. We also recognize that it may
be a bumpy ride near-term. With that in mind, we are gradually adding return-
oriented positions to portfolios, building around our current U.S. equity and
non-core credit allocations by adding equity exposure and investing in other
total return drivers like REITSs.

Our approach to the current market environment is informed by the tension
between positive vaccine developments and worsening outbreaks.

Recent vaccine news has been very encouraging. Here in the U.S,, our vaccine
supply pipeline could get us to effective herd immunity by next summer. That
could lead to a supportive early cycle market and economic environment later
next year. However, the shorter-term picture is less positive.

Case counts, hospitalizations, and deaths continue to climb across the U.S. State
and local governments are responding to this worsening crisis by reintroducing
restrictions to slow the virus’s spread. Current economic activity indicators
show these outbreaks and associated restrictions are weighing on the recovery.
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ABOUT OUR FIRM

We are dedicated to providing investment man-
agement and strategic wealth planning to Indian
tribes and high net worth individuals. Simply
put, we strive to be our client’s trusted advisor.
As a financial advisory firm, our primary focus is
to provide unbiased opinions that are designed
to achieve long term investment results.

FSA Investment Group does this with the highest
levels of trust, integrity and respect while always
collaborating using a team approach. We are
dedicated to professionally supporting, educat-
ing, and providing informed direction to each
and every client.
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While we don'’t think these challenges will derail the recovery, and we're optimistic markets will continue to
look past shortterm pain over these next couple months, these potholes could certainly contribute to market
volatility, penalizing allocators who take on too much risk today.

We're increasingly constructive on equity markets. Despite elevated index valuation multiples and frothy
signals like high-octane IPOs, intermediate and longer-term equity market return prospects appear healthy.
Supportive early cycle economic conditions should be positive near term. Moreover, while headline valuations
are high, equity risk premiums, which measure the expected excess return investors demand above the risk-
free rate to hold risky stocks, are more in line with their 20-year median, signaling competitive relative value.

Speaking to our regional equity tilts, we have been overweight to U.S. since mid-2018. That position has been
a meaningful contributor to performance, as U.S. equities have outperformed international equities by almost
20% over the relevant period. However, it could be in its late innings today.

Over a strategic (~10 year) time horizon, we believe international equities will offer better total returns

than U.S. equities. High dividend yields, competitive valuations, the prospects for a healthy post-COVID
earnings recovery, and the possibility that the currency headwinds that penalized international markets over
the last decade could be fading all bode well for international stocks. So, while our tactical models and market
research still point toward healthy near-term U.S. return prospects, we're looking for an inflection point that
could favor a shift toward international markets today.

Within fixed income, we remain constructive on the near-term outlook for risk assets like high yield bonds
and leveraged loans. Stabilizing default rates represent a supportive fundamental backdrop for those asset
classes. Moreover, the supply/demand picture for credit is bullish. High yield issuance should fall dramatically
from 2020’s record levels, while low returns in the investment grade bond market should continue to support
demand for sub investment grade credits next year.

We're closing this final Asset Allocation Note of 2020 by reflecting on the last twelve months.

Due to the COVID-19 crisis, 2020 has been a uniquely challenging year. Hundreds of thousands have lost
loved ones. Tens of millions have experienced economic hardship.

However, one bright spot amidst this otherwise difficult period has been watching Tribal Government
clients rally to help their communities. With hope, determination, carefulness — all guided by their cultural
commitments to put the health, safety, and education of their citizens first, they can be proud of all they have
accomplished. We'd like to applaud all of the hospitals and clinic staff on the front lines of this pandemic, as
well as the Tribal leadership confronting the economic fallout from this crisis including the Tribes and
local business owners who have responded to overcome the challenges presented to their communities by
distance learning. We salute you and we look forward to continuing to support you and your missions in 2021
and beyond.

Happy New Year and may 2021 be a prosperous year of growth for all.
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IMPORTANT DISCLOSURES: Highland Associates, Inc. (“Highland”) and FSA Investment Group, LLC (“FSA-IG”) have entered
into an agreement whereby Highland will support FSA-IG in the areas of asset allocation, capital market research and manager research.
Highland and FSA-IG will collaborate in the construction of model portfolios for FSA-IG’s clients. FSA-IG is solely responsible for the
consulting services and discretionary management of their client portfolios as set forth in the Investment Advisory Agreement by and
between FSA Investment Group, LLC and Highland Associates, Inc.

The information contained herein is provided as of the date first set forth and are the views and opinions of Highland Associates, Inc.
While Highland has tried to provide accurate and timely information, there may be inadvertent technical or factual inaccuracies or
typographical errors. Highland assumes no duty to update any such information for subsequent changes of any kind. This information
is confidential and may not be disseminated without prior written consent from Highland Associates, Inc.

Receipt of this report is intended for FSA Investment Group’s investors and/or their representatives; it is for informational purposes
only, and should not be construed as investment advice or a recommendation by FSA Investment Group, LLC or Highland Associates,
Inc. to purchase or sell any securities or any other financial instrument. Investing involves a high degree of risk, and all investors should
carefully consider their investment objective and the suitability of any investment program. Forward looking statements are based
upon assumptions which may differ materially from actual events. This information should not be relied upon in making an investment
decision.

This portfolio commentary is provided for informational purposes only and may contain forward-looking statements that may not come
to pass. All information is subject to change without notice and should not be relied upon for any investment decision. This writing is
provided for the sole use of its intended recipient and may not be distributed to any unauthorized third parties without the prior written
approval of FSA Investment Group. Investing involves the risk of loss, including the potential loss of principal, and past performance may
not be indicative of future results. There can be no assurance that any investment strategy will provide profitable or that any asset class
will achieve the return expectations set forth above. Please contact FSA Investment Group if you have questions about this commentary
and refer to the account statements generated by your custodian for official account data.

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS.

212 SOUTH ALCANIZ STREET
PENSACOLA, FLORIDA 32502

INVESTMENT

Telephone: 850.696.1550
GROU P Fax: 251.459.6918
Email: info@fsa-ig.com

December 2020 | FSA-IG.com



