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MARKETS LOOK BEYOND RECESSION

Following the most rapid bear market decline
in history due to the COVID-19 pandemic,
global equities made a rapid recovery in the
second quarter of 2020 as investors shifted
focus beyond the current economic crisis.
Unprecedented stimulus from central banks
and plummeting yields on bonds played an
important role in supporting stocks, giving
investors the confidence to remain invested.
Although US GDP is expected to contract

by more than 30% for the second quarter of
2020, and unemployment hovered at levels
not seen since the Great Depression, markets
were surprisingly resilient. The S&P 500
surged almost 20% for the quarter and 39%
from its March low.

Across the board, equities made a strong
rebound from their lows, however, technology
dominated. Heightened demand created a
significant tailwind for tech, and the tech-
heavy NASDAQ actually reached new all-time
highs, closing up +12.1% year-to-date. This is
a stunning outperformance in comparison to
less technology weighted indices, such as the

Russell 2000 which was down -12.9%, a 25.0%
performance disparity. Foreign stock indices,
which also generally carry a lesser weighting to
technology, were also negative for the period
but relatively in line with most US equities.

What happens next is largely dependent on

the trajectory of the pandemic and whether
measures to contain it cause additional
economic suppression. The rally in equity
markets was curtailed a bit in June as cases
began rising in some places, stoking fears of a
second wave of lockdowns. Developments with
regard to COVID-19 treatments or a vaccine
would likely be perceived positively by markets,
but current prices may reflect some of this.
Given the high degree of uncertainty, we expect
that markets could pause and remain volatile
until the economic outlook becomes more clear.

The bond market also saw its share of
instability in the first half of 2020. In the
US, the Federal Reserve lowered rates and
embarked on a new phase of bond buying
to calm financial markets and cushion the

Index

S&P 500
DJIA

EAFE (Int’l)
BC Ttl Bond

2020 (through 6/30)

Dow Jones Relative Risk Benchmarks
Conservative

Moderate

Aggressive

recession’s blow. With the backing of the Fed,
bonds were able to post strong returns for
the period, while yields fell significantly. The
yield on the benchmark 10-year US treasury
started the year at 1.92% and ended June 30
at 0.66%, well below the core inflation rate of
1.24% (CPI).

TECHNOLOGY TRIUMPHS IN COVID CRIE

Itis hard to imagine what this year would have
looked like without technology. The world
shifted rapidly to working, learning, shopping,
and socializing via technology when in-person
interactions halted under stay-at-home orders.
This period has been very painful economically,
however, there is no question it would have
been much worse had we not had technology
allowing some areas of the economy to continue
to function. It is no surprise that tech stocks are
the golden ones so far this year.

A true standout as of June 30, the NASDAQ
index was positive 12.1% for the year, while
other US and foreign stock indices remained
negative. The S&P 500 is 27% technology,

and it too received a boost from the technology
component. The chart here shows how
dramatically just the top 5 tech companies in the
S&P 500 impacted performance.

Is heightened technology use here to stay?

If so, are tech companies including these
giants positioned to skyrocket even further?
Only time will tell if we are in the midst of a new
technological revolution, and we are proponents
of maintaining a diversified exposure across
sectors. Itis also not unusual for markets to
become overly optimistic with trends like this,
as it did in the late 1990s. Some days, however,
it does feel a bit like the Jetsons cartoon may
not be too far-fetched.

S&P 500 Top Holdings vs. Overall Index
Year-To-Date as of 06/30/2020

Amazon.com 49%

Microsoft 30%

Apple Inc 25%

Facebook 1%

Alphabet Inc. 6%

S&P 500 Index -3%

S&P 500 Index -9%
Less Top 5 Holdings

Source: S&P Dow Jones Indices (spdj.com), Morningstar



2020 OUTLOOK

FIXED INCOME — Bonds had a strong but uneven first half of the year. When the economic
shutdown began in the first quarter, fear drove investors to buy US Treasury bonds as a safe haven,
sending Treasury prices higher. The same fear led to the selling of corporate bonds as investors

fretted over which companies would be most affected by the crisis. When the Federal Reserve Our Vie!/v — Maintain aIIocatio_n,
intervened and stabilized the market, a strong rally in corporate debt ensued. Many bonds now look use active management to adjust
expensive with yields low and expected to remain low for the foreseeable future. We continue to for changing conditions

recommend active bond managers to help in determining the most advantageous positioning for
this low rate, high uncertainty environment. We also remain in favor of utilizing alternative strategies
to supplement traditional fixed income. We believe fixed income and alternatives are a critical risk
management component, providing diversification and some offset to equity volatility.

US EQUITIES — The second quarter rally has left the S&P 500 index looking somewhat

expensive, trading at almost 22 times forward earnings. The most difficult question is, exactly Our View —Overweight large
when earnings will normalize? Most analysts do not expect earnings to fully recover until the latter US companies, reduce small &
part of 2021, however, it would appear that investors are more focused on the long-term recovery
than near-term results. The stimulus provided by the US government, $2.4 trillion thus far with
more expected, coupled with a lack of other attractive investment choices are supportive of US
stocks. We believe selectivity will be key going forward, and are recommending a shift from small
and mid-sized to larger companies. Growth continues to outperform value and we feel this trend
could continue. As such, we will not be recommending rebalancing out of growth at this time for
most diversified inverstors.

mid-sized company exposure

Our View — Reduce developed

INTERNATIONAL EQUITIES — Foreign equity markets have had much the same experience as international, use active
the US — a precipitous drop in the first quarter followed by a rebound in Q2. With less exposure to managers to navigate potential
technology, foreign indices are slightly behind the S&P 500 year-to-date. Hit hard early on, by the end uneven recovery

of the second quarter Europe seemed to have gotten some control on the virus spread, and stimulus
from the European Central Bank and European governments will aid in an economic recovery. We are
recommending a reduction to developed international as there are some structural economic issues
that Europe still needs to address. The virus took longer to get into many emerging countries, and
depending on policy response, some have been hit harder than others. We remain convicted in the
long-term opportunity in emerging markets, but feel selectivity and active management in this space
are even more important under current circumstances.
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DISCLOSURES

This material is being provided for information purposes only and is not a complete description, nor is it a recommendation. Any opinions are those of Ascential Wealth Advisors and not necessarily those of Raymond James. The information has
been obtained from sources considered to be reliable, but Raymond James does not guarantee that the foregoing material is accurate or complete. Investing involves risk and investors may incur a profit or a loss regardless of strategy selected.
Prior to making an investment decision, please consult with your financial advisor about your individual situation. Past performance is not a guarantee of future results. Investments mentioned may not be suitable for all investors. Diversification
does not ensure a profit or guarantee against a loss. Individuals cannot invest directly in any index, and index performance does not include transaction costs or other fees, which will affect actual investment performance. There is no guarantee
that these statements, opinions or forecasts provided herein will prove to be correct. The S&P 500 is an unmanaged index of 500 widely held stocks that is generally considered representative of the U.S. stock market. The Dow Jones Industrial
Average (DJIA), commonly known as “The Dow” is an index representing 30 stock of companies maintained and reviewed by the editors of the Wall Street Journal. MSCI EAFE (Europe, Australasia, and Far East) is a free float-adjusted market
capitalization index that is designed to measure developed market equity performance, excluding the United States & Canada. The EAFE consists of the country indices of 22 developed nations. The Barclays Capital Aggregate Bond Composite
Index (BC Ttl Bond) measures investment grade, fixed-rate, taxable bond markets of roughly 6,000 SEC registered securities with intermediate maturities averaging approx. 10 years. The MSCI Emerging Markets is designed to measure equity
market performance in 25 emerging market indices. The index's three largest industries are materials, energy, and banks. This information is not intended as a solicitation or an offer to buy or sell any security referred to herein. International
investing involves special risks, including currency fluctuations, differing financial accounting standards, and possible political and economic volatility. There are special risks associated with investing with bonds such as interest rate risk, market
risk, call risk, prepayment risk, credit risk, reinvestment risk, and unique tax consequences. To learn more about these risks, please contact our office. Investing in emerging markets can be riskier than investing in well-established foreign
markets. Investing involves risk and investors may incur a profit or a loss. Dividends are subject to change and are not guaranteed. Dividends must be authorized by a company's board of directors. The NASDAQ composite is an unmanaged
index of securities traded on the NASDAQ system. Bond prices and yields are subject to change based upon market conditions and availability. If bonds are sold prior to maturity, you may receive more or less than your initial investment. Holding
bonds to term allows redemption at par value. There is an inverse relationship between interest rate movements and bond prices. Generally, when interest rates rise, bond prices fall and when interest rates fall, bond prices generally rise.

Sector investments are companies engaged in business related to a specific sector. They are subject to fierce competition and their products and services may be subject to rapid obsolescence. There are additional risks associated with
investing in an individual sector, including limited diversification.

The forgoing is not a recommendation to buy or sell any individual security or any combination of securities.



