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RETIREMENT PLAN ADVISORY COMMITTEE

MEETING MINUTES

January 5, 2021, 1:00 p.m.

Virtual Meeting Held in Accordance with Public Act 254 of 2020

Zoom Virtual Meeting

Meeting ID: 399-700-0062 / Password: LCBOC
https://zoom.us/j/3997000062?pwd=SUdLYVFFcmozWnFxbmOvcHRjWkV1Zz09

Members Present:
Cindy Catanach, Nathan Burd, Jennifer Nash, Kate Lawrence , Jennifer Palmbos, Jennifer Slater,
and Jeff Warder

1. CALL MEETING TO ORDER
The meeting was called to order by Cindy Catanach at 1:01 p.m.
2. ROLL CALL

Indicated the presence of a quorum participating remotely as follows:

Cindy Catanach, Canton, Michigan

Nathan Burd, Hartland Township, Michigan
Jennifer Nash, City of Howell, Michigan
Jennifer Palmbos, Chelsea, Michigan
Jennifer Slater, Brighton, Michigan

Jeff Warder, City of Howell, Michigan

3. APPROVAL OF MINUTES
Meeting Minutes Dated: October 27, 2020
Motion to approve the minutes as presented.

Moved by: N. Burd
Seconded by: J. Warder

Yes (6): C. Catanach, N. Burd, J. Nash, J. Palmbos, J. Slater, and J. Warder
Absent (1): K. Lawrence
Motion Carried (6-0-1)

4. APPROVAL OF AGENDA

Motion to approve the Agenda as presented.
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Moved by: J. Nash
Seconded by: J. Palmbos

Yes (6): C. Catanach, N. Burd, J. Nash, J. Palmbos, J. Slater, and J. Warder
Absent (1): K. Lawrence
Motion Carried (6-0-1)

CALL TO THE PUBLIC

None.

CAPTRUST

Cindy Catanach turned the floor to Dori Drayton, CAPTRUST.
6.1 Conversion Workbook

e Reviewed mapping for transfer of assets from Empower to Nationwide.

e Reviewed market to book ratio, currently at 102%, unlikely there will be an
adjustment

e Explained liquidations

6.2 Share Class Comparison (Nationwide)

e CAPTRUST recommendation to transfer in-kind rather than liquidate and leave the
market, where possible.

e Deconversion manager will help determine time-line going forward.
Motion to concur with CAPTRUST's recommendation for asset conversion.

Moved by: J. Nash
Seconded by: J. Slater

Yes (6): C. Catanach, N. Burd, J. Nash, J. Palmbos, J. Slater , and J. Warder
Absent (1): K. Lawrence
Motion Carried (6-0-1)

DISCUSSION

e  CAPTRUST will work on transition and this will be included in communication to participants

e Empower assigned the Deconversion Manager, Nationwide will communicate with
Deconversion Manager and will a better idea on a timeline for next week's call.
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8. ADJOURNMENT
Motion to adjourn the meeting at 1:30 p.m.

Moved by: J. Nash
Seconded by: J. Palmbos

Yes (6): C. Catanach, N. Burd, J. Nash, J. Palmbos, J. Slater, and J. Warder
Absent (1): K. Lawrence
Motion Carried (6-0-1)

AOGS A,

Natalie Hunt, Recording Secretary
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CAPTRUST

Livingston County Deferred Compensation Plan

Agenda: February 11, 2021

CAPTRUST

Industry/Fiduciary Update

Market Commentary

Q4 2020 Investment Report Review
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Conversion Update
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Period Ending 12.31.20 |Q4 20
|

COUNTY OF LIVINGSTON
4TH QUARTER, 2020

DEFINED CONTRIBUTION

QUARTERLY REVIEW

CAPTRUST
27400 Northwestern Highway, Southfield, M| 48034
634 Front Ave. NW, Suite 400, Grand Rapids, M| 49504

Our mission is to enrich the lives of our clients, colleagues and communities through sound
financial advice, integrity, and a commitment to service beyond expectation.

CAPTRUST
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IN THIS REVIEW Period Ending 12.31.20 |Q4 20

|
Livingston County 457 Deferred Compensation Plan - Nationwide

Section 1
Livingston County 457 Deferred Compensation Plan - Nationwide RETIREMENT INDUSTRY UPDATES
4th Quarter, 2020 Quarterly Review Section 2

MARKET COMMENTARY AND REVIEW

prepared by:

Section 3
Dori Drayton, CPA ,CFP* PLAN INVESTMENT REVIEW
Senior Vice President | Financial Advisor
Section 4

FUND FACT SHEETS

Appendix
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SECTION 2: RETIREMENT INDUSTRY UPDATES Period Ending 12.31.20 |Q4 20

Livingston County 457 Deferred Compensation Plan - Nationwide

I
SECTION 2: RETIREMENT INDUSTRY UPDATES

INAUSEEY URAAEES ...ttt ettt b s e s e
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DEFINED CONTRIBUTION MARKETPLACE — INDUSTRY UPDATE Period Ending 12.31.20 |@4 20

2021 PREDICTIONS: BEYOND THE HEADLINES

After the anomaly of a year that was 2020, we look to the year ahead and what plan sponsors can expect in 2021.

|
SECURE ACT AND SECURE 2.0

* We expect SECURE Act provisions to
gain traction in the new year,
particularly an increased uptake of
retirement-income-oriented products
and services and open multiple
employer plans (MEPSs).

e The House is currently working on
Securing a Strong Retirement Act of
2020, also known as SECURE 2.0.

* This new bill includes a focus on:
e Auto-enrollment;

 The use of collective investment
trusts by 403(b) plans;

* A clearinghouse for lost retirement
accounts;

 Another increase in the required
minimum distribution age (to 75);
and

* Tax credit for lower-income savers.

* Retirement legislation tends to be
bipartisan, and some of SECURE 2.0’s
provisions may become law.

NO BIG CHANGES OUT OF WASHINGTON...

With the Biden administration’s focus on the COVID-19 pandemic, we are unlikely
to see meaningful progress on major policy proposals in 2021.

..BUT MAYBE A FEW TWEAKS

Fiduciary Rule—Improving Investment Advice for Workers & Retirees is set to
become law in February but likely falls short of the Biden administration’s hopes
for increased fiduciary standards.

ESG—We may see the Department of Labor revisit its latest guidance and further
soften its language around the appropriateness of using ESG factors when
selecting and monitoring plan investments.

TECHNOLOGY: A DOUBLE-EDGED SWORD

Technology development by recordkeepers and other service providers will create
new benefits and higher levels of personalization for participants.

Increased reliance on technology will make cybersecurity a bigger issue.

Recordkeeper consolidation will continue.

PLAN LITIGATION PICKUP

The number of class action suits against retirement plan sponsors jumped
fourfold in 2020. We expect this trend to continue in 2021.

CAPTRUST
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DEFINED CONTRIBUTION MARKETPLACE — INDUSTRY UPDATE

Period Ending 12.31.20 |Q4 20
|

WHAT’S NEXT FOR ESG?

On October 30, the Department of Labor released a final rule called “Financial Factors in Selecting Plan Investments.” This rule makes it clear
that plan sponsors must never subordinate investment return or increase investment risk due to non-pecuniary (non-financial) factors. It could
have a large impact on environmental, social, and governance (ESG) investing in ERISA plans. It’'s important for plan fiduciaries to follow a

prudent framework when selecting and monitoring ESG investments under the new final rule.

Does the investment have
specific language in its

prospectus regarding non-
pecuniary factors?

Plan fiduciaries should be
wary of exclusionary
funds if it is not clear that
investment opportunities
are excluded to increase
return or decrease the
fund’s investment risk.

Note: Funds that include
prospectus references to
non-pecuniary factors are
not allowed as part of a
defined contribution
plan’s qualified default
investment alternative
after April 2022.

Evaluate the investment
option versus peers using
only pecuniary factors.

The final rule defines
pecuniary factor as a
factor that a fiduciary
prudently determines is
expected to have a
material effect on the risk
or return of an investment
based on appropriate
investment horizons
consistent with a plan’s
investment objectives
and funding policy.

If a decision cannot be
made based on pecuniary

factors only, use the tie-
breaker test.

Plan fiduciaries must
meet specific
documentation
requirements to support
the use of the tie-breaker
test.

This documentation is
outlined in the final rule.

Source: Department of Labor, Employee Benefits Security
Administration, 29 CFR Part 2550, “Financial Factors in

Selecting Plan Investments”

Monitor the fund using

normal procedures.

Plan fiduciaries should
not give any decision-
making weight to non-
pecuniary factors.

The final rule cautions
about using ESG scoring
systems and ESG-themed
benchmarks to evaluate
and monitor funds.

Do not include
investment policy
statement language that
references non-pecuniary
factors in the selection
and monitoring of funds.

This document is intended to be informational only. CAPTRUST does not render legal, accounting, or tax advice. Please consult your legal,
accounting, or tax advisor if you require such advice. The opinions expressed in this report are subject to change without notice.

CAPTRUST
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DEFINED CONTRIBUTION MARKETPLACE — INDUSTRY UPDATE Period Ending 12.31.20 |@4 20

FIDUCIARY UPDATE—DUTY TO DIVERSIFY

Fiduciary training is a critical part of being a fiduciary and a way to minimize fiduciary risk through education and governance. The Department
of Labor views fiduciary training as an important element to managing a retirement plan and frequently looks for evidence of formal fiduciary
training during plan investigations. A good fiduciary curriculum covers a range of topics—from an overview of ERISA to best practices for
monitoring investments. In this installment, we cover the duty to diversify, one of the core fiduciary duties required by ERISA:

DUTY TO DIVERSIFY FIDUCIARY DUTIES
UNDER ERISA

The duty to diversify under ERISA 404(a)(1)(C) serves several different purposes. On one hand, it is « Duty of prudence
meant to protect assets by providing individuals the ability to avoid large losses. On the other, it seeks
to allow for participation in various investments by encouraging different asset classes with different
risk and return characteristics.

e Duty of loyalty
e Duty to diversify

¢ Duty to monitor and

The focus of a prudent process under ERISA is to ensure that fiduciary decisions are being made in the supervise

best interest of participants. This approach will help plan committees not only make good decisions
but also demonstrate the processes and procedures they have in place—and, importantly, demonstrate
that they are committed to fulfilling their fiduciary duty.

e Duty to ensure
reasonable fees

* Duty to avoid prohibited

Diversification Process ;
transactions

» Offer a menu of funds with different risk and return characteristics.
* Allow individuals the opportunity to manage risk and minimize large losses.
» Defined benefit plans treat the risk of individual investments as part of the total portfolio.

* Avoid investing an “unreasonably large percentage” of assets in a single security or type of security.

AS N

What should plan fiduciaries consider? [

* Fiduciaries bear the burden of proving that a lack of diversity was prudent—versus other ERISA
standards where a participant must prove that fiduciaries breached their responsibility.

* Evaluate investments and how they fit together using your investment policy statement to set asset
classes and monitor plan investments’ risk/return characteristics.
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DEFINED CONTRIBUTION MARKETPLACE — INDUSTRY UPDATE

Period Ending 12.31.20 |Q4 20
|

LIVING THE MISSION

At CAPTRUST our mission is to enrich the lives of our clients, colleagues, and communities through sound financial advice, integrity, and a
commitment to service beyond expectation. In 2020, we made enhancements to our service offering and the client experience, but we felt an
extra need to reinvest into our communities and our people. While charitable giving and taking care of colleagues have always been core to the
CAPTRUST Way, we expanded our approach this year to respond to our colleagues’ and communities’ growing needs.

Inclusion & Diversity Community Giving

Established the Inclusion and Diversity Council (IDC)

* The Council is committed to designing and implementing a
framework for inclusion, diversity, and belonging.

 The Council focuses on increasing the diversity of our
workforce and leadership.

Launched four employee resource groups (ERGs)
* Black, Indigenous, People of Color (BIPOC)
« Women’s Leadership Forum (WLF)
+ PRIDE
e Multi-Faith Employee Group (MFEG)

The ERGs are responsible for supporting improvements in their
areas and are tasked with impacting employee awareness,
engagement, networking, and development.

Third year into the CAPTRUST Women’s Initiative

e The initiative was founded to grow and lift CAPTRUST’s
women advisors, a long-standing issue in financial services.

e Results include 27% female representation within our advisor
force with 85 current female advisors, a more than 250%
increase since the initiative’s start.

Year in Review

¢ We raised more than $5 million for the CAPTRUST
Community Foundation (CCF).

* We expanded our support to all people in the communities
we serve, not just children.

« We made grants to 211 nonprofits, including our first
project grant.

e 234 colleagues volunteered for mission-focused events,
including new, virtual event opportunities.

2020 Partnership Grant Recipients
e Charity of Choice ($100,000 grant): TeamSmile

* National Grants ($25,000 each): Note in the Pocket,
Parkland C.A.R.E.S. Food Pantry, Respite Care-San Antonio

Giving Tuesday

e On Giving Tuesday (the Tuesday after Thanksgiving), we
made $10,000 donations to 45 charities across the country.

e These charities support the needs of our communities,
providing housing, food, health care, and other necessities.

CAPTRUST
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DEFINED CONTRIBUTION MARKETPLACE — INDUSTRY UPDATE

Period Ending 12.31.20 |Q4 20
|

FIDUCIARY UPDATE

It was a light quarter for new litigation, finishing what was a very busy 2020. We highlight one recent settlement with lessons for plan sponsors
as well as upcoming tax implications for participants who took distributions under the CARES Act.

TOOMEY VS. DEMOULAS SUPER MARKETS, INC. CARES ACT DISTRIBUTIONS AND TAXES

Participants who took penalty-free coronavirus-related
distributions (CRDs) will receive 1099-R forms in early 2021.
Plan sponsors should be prepared for questions.

Conservative investment strategy
results in $17.5 million settlement.

Plaintiffs survived a motion to dismiss that led to a settlement e 1099-Rs are sent for all distributions, including CRDs. Those

agreement for a plan where they claimed that plan investments
were too conservative and poorly invested.

The plan did not contain any employee money; it was a profit-
sharing plan funded with employer contributions only. This is
notable because there have been few suits that did not involve
employee money as an asset.

All participants were invested in the same portfolio of
approximately 70% fixed income and 30% equities in
accordance with the plan’s investment policy. The plaintiffs
claimed that this one-size-fits-all strategy was inappropriate and
the investment performance was abysmal.

Settlements are not law, but they give a glimpse into the
plaintiffs’ bar’s thought process. This suit highlights the need for
a prudent process, monitoring and supervising, and being loyal
to all participants.

participants who repaid a CRD before the end of 2020 will still
receive a 1099-R.

The coding on the form will depend on whether the plan
sponsor allowed CRDs or not.

Individual taxpayers are responsible for determining and
claiming a distribution as a CRD.

Individuals must file additional forms, such as Form 8914-E.
These forms are the responsibility of the taxpayer, not the plan
sponsor.

Most plans rely on their trustee or custodian to produce 1099-R
forms, so you will want to work with yours to answer questions.

For more Fiduciary Updates, visit captrust.com. Information contained here is provided for general information purposes and is not intended to
constitute legal advice. Please contact your ERISA counsel to determine how the laws or cases discussed might apply to your plan, plan
fiduciaries, or plan participants.
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SECTION 3: MARKET COMMENTARY AND REVIEW

Period Ending 12.31.20 |Q4 20

Livingston County 457 Deferred Compensation Plan - Nationwide

I
SECTION 3: MARKET COMMENTARY AND REVIEW

Market Commentary

Market Review

Asset Class Returns

Index Performance
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MARKET COMMENTARY Period Ending 12.31.20 |Q4 20

TUMULTUOUS YEAR ENDS IN GAINS

Despite 2020’s historic ups and downs, stocks and Real Estate U.S. Bonds International Emerging U.S. Stocks
bonds posted strong returns this year, with U.S. Stocks Market Stocks

stocks closing out the year at all-time highs. Fiscal
and monetary stimulus from governments around the
world boosted households, economies, and markets
even as many countries struggled to contain the
COVID-19 pandemic.

19.7%

18.3% 18.4%
16.0%

e U.S. stocks posted strong gains in the fourth
quarter on optimism about a speedy vaccine
rollout. A deeper look reveals stark differences in
performance between sectors.

12.1%

7.7% 7.5% 7.8%

e International developed and emerging market
stocks rallied in the fourth quarter, outperforming
U.S. stocks, and ended the year with solid gains.

e Emerging market stocks were the fourth quarter’s
standout performer, benefiting from China's post-
pandemic recovery and a weaker U.S. dollar.

0.7%

2

/2
PP

e Bonds played an important portfolio stabilizer role
last year as interest rates fell to historically low
levels amid stock market volatility. -5.3%

e While real estate typically benefits from falling
interest rates, that was not the case in 2020 due to
the impact of COVID-19-related office closures and
the economic shutdown on the office and retail
sectors.

Q4 2020 2020

Asset class returns are represented by the following indexes: S&P 500 Index (U.S. large-cap stocks), MSCI EAFE Index (international developed stocks),
MSCI Emerging Markets Index (emerging market stocks), Bloomberg Barclays U.S. Aggregate Bond Index (U.S. bonds), and Dow Jones U.S. Real Estate
Index (real estate).
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MARKET COMMENTARY Period Ending 12.31.20 |Q4 20

DIGGING DEEPER: STOCKS AND BONDS

Fixed Income

12.31.20 09.30.20 12.31.19

U.S. Stocks 12.1% 18.4% 18.4% 1-Year U.S. Treasury Yield 0.10% 0.12% 1.59%
° Q4 Best Sector: Energy ZiREby | e | e 10-Year U.S. Treasury Yield 0.93% 0.69% 1.92%
. I(E):;a\/t\leorst Sector: Real 4.9% 220% 22% e v Lo T2
2020 2020 Months
International Stocks 16.0% 7.8% 7.8%
. 10-Year U.S. Treasury 1.91% 10.61% 10.61%
Emerging Market Stocks 19.7% 18.3% 18.3% Total Return

Equities - Relative Performance by Market Capitalization and Style

Q4 2020 YTD 2020 Last 12 Months

Value Blend Growth Value Blend Growth Value Blend Growth
Large 16.3% 12.1% 11.4% Large 2.8% 18.4% 38.5% Large 2.8% 18.4% 38.5%
Mid 20.4% 19.9% 19.0% Mid 5.0% 17.1% 35.6% Mid 5.0% 17.1% 35.6%
Small 33.4% 31.4% 29.6% Small 4.6% 20.0% 34.6% Small 4.6% 20.0% 34.6%

Sources: Bloomberg, U.S. Treasury. Asset class returns are represented by the following indexes: S&P 500 Index (U.S. stocks), MSCI EAFE Index (international
stocks), and MSCI Emerging Markets Index (emerging market stocks). Relative performance by market capitalization and style is based upon the Russell US Style
Indexes except for large-cap blend, which is based upon the S&P 500 Index.
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MARKET COMMENTARY Period Ending 12.31.20 |Q4 20

DIGGING DEEPER: U.S. EQUITY MARKETS

The S&P 500 Index is a market-capitalization-weighted index of U.S. large-cap stocks across a diverse set of industry sectors. The stocks
represented in these 11 sectors generated a range of returns for the year to date and the most recent quarter.

Returns by S&P 500 Sector

S&P 500 Consumer Communication Consumer
Index Technology  Health Care Discretionary Services Financials Industrials Staples Utilities Real Estate Materials Energy
43.9%
33.3%
27.8%
o 23.6% 23.2% 20.7%
e 13.8% 15.7% 14.5%
12.1% 11.8% g.0% 4% 0 1.1% 10.7%
0% 8.0% 6.4% 6.6% 4.9%
m. m m_
-1.8% -2.2%
-33.7%
Q4
=YTD 2020
\fveecl;%rt 27.6% 13.5% 12.7% 10.8% 10.4% 8.4% 6.5% 2.8% 2.4% 2.6% 2.3%

Source: Bloomberg. All calculations are cumulative total return, not annualized, including dividends for the stated period. Past performance is not indicative of
future returns.
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MARKET COMMENTARY Period Ending 12.31.20 |Q4 20

DIGGING DEEPER: FIXED INCOME MARKET

September 2020 0.10% 0.13% 0.28% 0.69% 1.46% 3.08%
December 2020 0.09% 0.13% 0.36% 0.93% 1.65% 2.87%
Change -0.01% 0.00% 0.08% 0.24% 0.19% -0.21%

Treasury rates remained roughly unchanged for short maturities but rose across the rest of the yield curve. Mortgage rates declined modestly,
providing support to the housing market.

Bloomberg Barclays Yield to Total Return

September 2020 1.18% ] 0.60% 0.58% 0.80% 1.76%
December 2020 1.12% 6.22 0.67% 0.42% 0.70% 0.61% 1.24%
Change -0.06% 0.1 -0.18% 0.12% -0.19% -0.52%

Rising Treasury rates weighed on performance in the fourth quarter. However, a decline in spreads more than made up for that, leading to a
positive return for the quarter.

Bloomberg Barclays Yield to Total Return

September 2020 3.05% 15.12 1.88% 117% 1.34% 2.32%
December 2020 2.78% 15.33 4.92% 1.41% 1.37% 1.03% 1.73%
Change -0.27% 0.21 -0.47% 0.20% -0.31% -0.59%

The decline in credit spreads, particularly for BBB-rated bonds, was the primary performance driver for the index. The index yield was also a
meaningful contributor, outweighing the modest increase in Treasury rates.

Sources: Bloomberg, U.S. Treasury, CAPTRUST Research
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MARKET COMMENTARY Period Ending 12.31.20 |Q4 20

ECONOMIC OUTLOOK

Following a tumultuous year, investors face a tug-of-war between short-term risks and uncertainties and longer-term opportunities as we await
the impact of widespread vaccinations. Here, we provide our perspective on the balance between these headwinds and tailwinds.

HEADWINDS TAILWINDS
e December represented the most severe month

A Dangerous Winter Vaccines on Track
_ : * Vaccine distribution to high-priority groups is :
since the pandemic began as colder weather underway, although logistics and rapid

and holiday gatherings moved people indoors. administration present unique challenges.
The emergence of new and more contagious
virus strains bears watching.

* Vaccines are critical to solving the health crisis, which will

_ _ - boost businesses’ confidence to hire and consumers’
e As virus cases surged and more states tightened restrictions, confidence to spend.

consumer confidence tumbled to a four-month low in December.
A Fiscal Shot in the Arm
e Hospital capacity remains stretched in many parts of the

country, risking new measures to contain the virus’s spread. * Although scaled back, the $900 billion stimulus deal reached in

) ) late December still represents the second-largest package in
Vulnerable Firms Face Risks U.S. history (after the CARES Act in mid-2020).

+ Despite low borrowing costs and staggering amounts of fiscal Household Strength
aid, 2020 has seen the highest number of bankruptcy filings for
large firms since 2009. Many firms in hard-hit sectors remain
vulnerable until widespread vaccination can be achieved.

* Despite fading stimulus, consumer spending remains strong due
to high levels of household savings and the wealth effects of

investment portfolio gains and home price appreciation.
Election Impacts
Fed Commitment
e Georgia’s January Senate runoff elections have led to a rare 50-

50 Senate split for only the third time in U.S. history—with
implications for future stimulus packages, taxes, health care, and
other policies.

« After pulling out all the stops with its initial pandemic response,
the Federal Reserve has made assurances that monetary
support and very low interest rates will persist.

While the COVID-19 pandemic remains a formidable headwind, the backdrop of accommodative policy,

meaningful progress on vaccines, and an election resolution could fuel a continued recovery.

CAPTRUST
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MARKET COMMENTARY Period Ending 12.31.20 |Q4 20

A FISCAL SHOT IN THE ARM

Governments across the globe opened their checkbooks at a record pace in 2020—to the tune of nearly 33% of global gross domestic product
(GDP). As the crisis emerged last spring, these programs provided direct aid to struggling businesses and households, calmed jittery investors,
and restored smooth functioning of markets. As they look ahead to 2021, policymakers must strike a balance to avoid removing support too
soon while being mindful of swelling debt and deficits.

Fiscal and Monetary Stimulus (February to December 2020) OBSERVATIONS

. e Although U.S. stimulus efforts far
Potential Central Potential Government Total Monetary and

Bank Liquidity : . ; i surpassed the response from any
o Fiscal Stimulus Fiscal Stimulus . . . .
Injection prior domestic crisis, they were in

line with the rest of the developed
$ Trillion % of GDP $ Trillion % of GDP $ Trillion % of GDP world as a percentage of GDP.

e Government borrowing and
US $621 290% $419 196% $104O 485% spend|ng on this scale leads to

questions about future inflation.

o) [o) [o)
Eurozone $2.38 17.9% $4.27 32.0% $6.65 49.9% o Perdaiilies s CETERE R, S v

don’t expect wage inflation until
unemployment falls significantly. So
far, we have seen inflation mostly in
UK $057 20.7% $059 21.6% $116 42.3% asset prices, inc|uding homes and

stock portfolios.

Japan $1.03 20.0% $2.79 54.1% $3.82 74.1%

China $1.43 10.0% $1.22 8.4% $2.64 18.4% o Hewevar dhe frprecEe et of
government stimulus means that a
Others* $0.94 $2.85 $3.79 policy overshoot could lead to
higher inflation in the intermediate
Total $12.56 14.5% $15.91 18.4% $28.47 32.9% term.

Source: Cornerstone Macro
*Others includes rest of world, World Bank, International Monetary Fund, and Asian Development Bank
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MARKET COMMENTARY Period Ending 12.31.20 |Q4 20

CLOSED FOR BUSINESS

2020 was a brutal year for business closures. In addition to the high-profile bankruptcies of national firms like Neiman Marcus, J.C. Penney, and
Brooks Brothers, scores of beloved neighborhood restaurants, bars, stores, gyms, and other local businesses were unable to withstand pandemic
lockdowns and capacity restrictions, increasing the risk of longer-term economic scarring and a slower jobs recovery.

Business Closures by Category SRR A TGN

35,000 e Restaurants have been the hardest-
hit category, with an estimated
32,000 restaurants reported as

30,000
closed on the local business website
25 000 Yelp through the end of August, with
’ the majority indicated as permanent
closures.
20,000
e States with the largest number of
business closures included California,
15,000 Texas, Florida, and New York.
e On the bright side, Yelp reports that
10,000 nearly 6,500 restaurant and food
businesses opened in the month of
5,000 September, on par with the level of

openings over the past two years.

* The entrepreneurial spirit is alive and

Restaurants Shopping and Beauty and B'c_lrs a_nd Fitness well, with pandemic-altered business
Retail Spas Nightlife
models, such as expanded outdoor
B Temporary Closures ® Permanent Closures eflallare]Elnel Gl el i 2atks

taking hold.

Source: Yelp, data through 08.31.2020
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MARKET COMMENTARY

Period Ending 12.31.20 |Q4 20

CONSUMER STRONG, BUT UNEVEN

As the U.S. economy begins to emerge from the deep but short recession triggered by pandemic lockdowns, the relative strength of the U.S.
consumer could be a recovery accelerant. With soaring home prices and investment portfolios and low energy and borrowing costs, households
that avoid the loss of jobs, income, and businesses find themselves far stronger than typical at this stage of the business cycle.

Household Net Worth Consumer Debt Service Costs
140,000 19
120,000 18
& 100,000 s
& S 17
2 80,000 £
IS} g 16
= 60,000 o
@ a 15
40,000
20,000 14
) 13
1990 1995 2000 2005 2010 2015 2020 1990 1995 2000 2005 2010 2015 2020

OBSERVATIONS

* Household net worth has reached all-time highs as stock prices reached new highs and real estate prices surpassed levels last seen
during the real estate bubble that preceded the last recession.

* Meanwhile, lower levels of debt, low interest rates, and lower energy bills have increased consumers’ free cash flow to all-time highs.

» Unfortunately, the picture is far less rosy for lower-income households, which have been disproportionately affected by service-sector
job losses. Millions of Americans enter 2021 jobless, more indebted, and at risk of losing their homes, which will exacerbate the income
and wealth gaps that exist between the richest and poorest Americans.

Sources: Federal Reserve, Bloomberg, Cornerstone Macro. Consumer Debt Service Costs reflects the Federal Reserve financial obligations ratio, which is the
ratio of household debt payments and other financial obligations to total disposable income.
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A CONCENTRATED RECOVERY, POISED TO WIDEN

A key attribute of the K-shaped stock market recovery in 2020 has been the stark difference in earnings and price returns between a small
number of large technology firms that benefited from the rush to work from home compared to the broader market. But with widespread
vaccinations set to provide relief to some of the hardest-hit sectors, the earnings outlook for 2021 and beyond suggests a broadening recovery.
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OBSERVATIONS

* Five members of the S&P 500 Index—Facebook, Amazon, Apple, Microsoft, and Alphabet (Google)—generated a staggering 2020
stock price return of 56% as technology adoption was accelerated by the pandemic.

* Stocks of the remaining 495 index constituents returned a more meager 12%.

« However, we expect earnings growth for those companies left behind to exceed the work-from-home winners in 2021 and 2022.

* With price-to-earnings multiples now at the high end of the historical range, broad-based earnings growth stands to boost investor

comfort as stocks grow into their valuations.

Source: Bloomberg. Prices normalized to 100 as of 12.31.19
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ASSET CLASS RETURNS

2007

2009

2010

2012

2013

2014

2015

2016

2017

Period Ending 12.31.20 |Q4 20
|

2019

2020

Large-Cap
Growth
11.81%

Mid-Cap
Growth
46.29%

Small-Cap
Growth
29.09%

Mid-Cap
Value
18.51%

Small-Cap
Growth
43.30%

Mid-Cap
Value
14.75%

Large-Cap
Growth
5.67%

Small-Cap
Value
31.74%

Large-Cap
Growth
30.21%

Large-Cap
Growth
36.39%

Large-Cap
Growth
38.49%

International
Equities
1.63%

Large-Cap
Growth
37.21%

Mid-Cap
Growth
26.38%

Large-Cap
Growth
2.64%

Small-Cap
Value
18.05%

Mid-Cap
Growth
35.74%

Large-Cap
VIV
13.45%

Fixed
Income
0.55%

Mid-Cap
Value
20.00%

International
Equities
25.62%

Fixed
Income
0.01%

Mid-Cap
Growth
35.47%

Mid-Cap
Growth
35.59%

Mid-Cap
Growth
11.43%

Small-Cap
Value
-28.92%

Small-Cap
Growth
34.47%

Mid-Cap
Value
24.75%

Large-Cap
Value
0.39%

International
Equities
17.90%

Small-Cap
Value
34.52%

Large-Cap
Growth
13.05%

Large-Cap
Value
17.34%

Mid-Cap
Growth
25.27%

Large-Cap
Growth
-1.51%

Small-Cap
Growth
28.48%

Small-Cap
Growth
34.63%

Fixed
Income
7.39%

Large-Cap
Value
-36.85%

Mid-Cap
Value
34.21%

Small-Cap
Value
24.50%

Large-Cap
Value
17.51%

Large-Cap
Growth
33.48%

Mid-Cap
Growth
11.90%

Mid-Cap
Growth
-0.20%

Small-Cap
Growth
1.32%

Small-Cap
Growth
22.17%

Mid-Cap
Growth
-4.75%

Mid-Cap
Value
27.06%

International
Equities
8.28%

Small-Cap
Growth
7.05%

Mid-Cap
Value
-38.44%

International
Equities
32.46%

Large-Cap
Growth
16.71%

Mid-Cap
Growth
15.81%

Mid-