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Q2 QUARTERLY UPDATE

Q2 2024 saw continued, though slower, growth in U.S. equities, a relatively
muted bond market, along with an encouraging improvement in some emerging
markets, while larger developed international markets showed weakness. The
predominant theme of the quarter that drove stock and bond returns was the
sentiment around Fed Rate cuts, elevated bond yields, and strong corporate
earnings driven by technology and communications in the U.S.

U.S. Large Cap Stocks continued to advance in Q2 2024, albeit at a more
moderate pace compared to the first quarter as they recorded a gain of 4.3%*
for the quarter, setting a new record high and bringing the yearto-date increase
to 15.3%. It remained a different story for smaller stocks which declined 3.3%?
for the quarter and are only up 1.7% year-to-date. Furthermore, over the last 12
months, U.S. Large Cap stocks have outperformed Small Cap Stocks by 14%.
We have more to discuss this divergence later in this note. The bond market
reported a slight increase of 0.1%* for the quarter, aided by a strong June as
inflation metrics showed moderation. Internationally, stocks showed a positive
performance, with an increase of 1.0%* in Q2, driven by better returns from
emerging markets.

Throughout the second quarter of 2024, the economy displayed a mixed but
evolving landscape. Unemployment showed a promising decline in March, only
to creep up to 4% by May, which marked a two-year high.Despite this fragility,
nonfarm payrolls consistently added jobs, suggesting resilience in employment.
Inflation remained around the low to mid 3% range, with a slight cooling trend
by June and Core Inflation easing consistently. The housing market presented
mixed signals: while new home sales saw significant declines, the median sales
price of existing homes continued to rise to record highs, driven by constrained
supply and steady demand. The Federal Reserve maintained a steady course,
keeping the Fed Funds Rate unchanged, signaling caution amid persistent
inflation concerns and tight labor markets. Overall, the quarter highlighted a
slowing, but growing economy which continues to grapple with inflationary
pressures, labor market adjustments, and sector-specific challenges.
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As we stand at halftime, things have gone well for the first half of this year. However, we
know there is another half to play. With 6 months left in the year, we continue to take the
approach of a team with a solid lead at halftime. We feel good about where we stand, but
we know we have to continue to adapt and execute to secure any lead. Our internal FSA
Market Tracker continues to show a green light for investors to hold risk assets, typically
exercised through stock ownership. Even though we have a green light, we are looking
ahead at the Federal Reserve’s actions, potential geopolitical events, and even domestic
politics, which may present hurdles to clear for the rest of this year. In late June our investment
team researched the disparity between US Large and small cap stock performance. While we
knew there was a significant difference in profitability between the two, we thought the
performance gap was too wide. According to Compustat, in the second quarter, the small
size factor had its worst relative performance for US stocks for any quarter going back to
1970 (see chart 1 below).
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We knew that the rate of inflation was coming down and that the Federal Reserve was closer
to beginning its rate cutting cycle. If there was a change in how investors viewed small caps
profitability due to either economic policy change or through lower financing costs, then we
thought that the risk versus reward had flipped into Small Caps favor. For client portfolios, we
overweighted U.S. equities with a bias towards small cap. While it's still early in the quarter,
this move has worked well so far (figure 2) as US small cap stocks have outperformed large
cap by over 10% through July 24th. We will continue to monitor this position and if that
outperformance gap widens some more, then we will likely reduce our exposure to small caps
and shift back towards a more neutral positioning.
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Investing is a journey, and we understand that there is a lot of noise and distractions along
the way. We are grateful for your trust and continued partnership. We continue to honor that
trust by focusing not only on the management of the portfolios to meet your needs but also on
communicating and cutting through the noise to make this journey clearer and easier to

follow. As always, we look forward to helping clients navigate the financial landscapes over
the second half of 2024 and beyond.

Respectfully,

ma? Wi Bb

Andy Webb Brett Akers

Chief Investment Officer Director of Investments

Source: 1-4 Ycharts: 1: S&P 500 Index Total Return; 2: Russell 2000 Index Total Return; 3: Bloomberg US
Aggregate Bond Index Total Return;; 4 :MSCI ACWI Ex- US Index Total Return

Disclosure: The information contained herein is provided as of the date first set forth and are the views and opinions
of FSA Investment Group, LLC. While FSAIG has fried to provide accurate and timely information, there may be
inadvertent technical or factual inaccuracies or typographical errors. FSAIG assumes no duly fo update any such
information for subsequent changes of any kind. This information is confidential and may not be disseminated without
prior written consent from FSA Investment Group, LLC. Returns are based upon information received from third parties,
which is believed to be accurate, but no representation is made that the information provided is accurate and
complefe. The performance information shown represents tofal returns that include income, realized gains and losses.
The U.S. Dollar is the currency used to express performance. Performance data has not been prepared to meet any
specific requirements applicable fo the presentation thereof and should in no event be viewed as predictions or
representations as fo actual future performance. Portfolio performance may be volatile and there can be no assurance
that an investor’s investment objectives will be achieved. References to indices or benchmarks are not meant fo imply
that the portfolio will achieve returns, volatility, or other results similar fo an index. They are provided exclusively for
comparison purposes only. The composition of the index may not reflect the manner in which a portfolio is constructed
in relation fo expected or achieved returns, portfolio guidelines, restrictions, sectors, correlations, concentrations,
volatility or tracking error targets, all of which are subject fo change over time. 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. Past performance is not indicative of future
results.
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