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KEY TAKEAWAYS

The S&P 500 followed up its worst quarter since 2008 with its best quarter since 1998, returning a
remarkable 20.5% in the three months ending June 30th. Despite the strong rally, the index is still down

3% on a year-to-date basis.

Natural resource equities and small caps, some of the worst performers to start the year, led the way for
the quarter, and nearly every asset class was positive. Growth outperformed value, and the technology

sector impressed once again, bringing its year-to-date gains to 15%.

Interest rates were mostly unchanged throughout the quarter, while risk-on tailwinds helped tighten
credit spreads, lifting fixed-income benchmarks. The U.S. High Yield Index had its best quarter in over
ten years as Fed support has helped ease liquidity concerns across markets.

Fiscal and monetary stimulus, coupled with increasing activity levels and better than expected economic
data in recent weeks, has helped shift sentiment more positively. Elsewhere, continued discussions in the
European Union for an additional 750 billion euro stimulus plan are further helping backstop the global

economy.

The road ahead still involves challenges as we kick off the second half of the year. While Europe and
some Asian countries have seemingly been successful at containing the spread of the virus, several U.S.
states have seen outbreaks in recent weeks, slowing down phased reopening plans.

INDEX PERFORMANCE (as of 6/30/20)

NEW JERSEY Equity Q2 2020 One-Year Three-Year
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U.S. Treasuries 0.5% 10.4% 5.6%
U.S. Municipal Bonds 2.7% 3.8% 3.3%
WWW.PATHSTONE.COM Month-End Values/Yield Current Prior Month One-Year Ago
CBOE Volatility Index 30.4 27.5 15.1
10-Year Treasury Yield 0.7% 0.7% 2.0%

Sources: Bloombere, Morningstar, treasury.gov. S&P Dow [ones Indices.

You cannot invest directly in an index; therefore, performance returns do not reflect any management fees. Returns of the indices include the reinvestment of all dividends and
income, as reported by the commercial databases involved.



QUARTERLY COMMENTARY

How can the equity market recover so sharply while there is so much economic disruption and
unemployment is historically high?

After the initial shock of widespread shutdowns in March, governments and central banks around the
world were quick to lend their support, offering unprecedented levels of stimulus. So far, these
measures have been successful in backstopping the economy and settling capital markets, allowing the
path towards recovery to begin.

Perhaps most importantly, expanded unemployment benefits have done their job, more than offsetting
the lost income caused by shutdown induced job loss. As such, consumer spending, which accounts for
~70% of the U.S. economy, has bounced back sharply, particularly for low-income households.

The companies that comprise the S&P 500 are just a subset of all the companies in the U.S, and the
index is not the same as the economy. Over the long term, the two tend to trend in the same direction.
Still, it is important to remember that the stock market discounts forward-looking expectations, and
activity trends have been increasing since early April.

Not all industries are equal. Peeling back the layers, the sectors that have performed the best and
buoyed the index are technology and consumer discretionary — businesses that have benefitted from
the current social distancing environment. Cyclical areas of the market — energy, financials, and
industrials sectors — have lagged and are down -35%, -24%, and -15% respectively this year.

Reviewing the S&P 500 on an equal-weighted basis, neutralizing the impact of the five largest
companies which now account for nearly 22% of the index, returns on a year-to-date basis are -11% vs.
-3%. That means the average company is down much more than the headline index suggests.

Just as we have seen in recent weeks, reopening the economy is unlikely to be a smooth process, and we
have a long way to go before we get back to "normal."

Equity returns may be choppy in the weeks ahead as investors work to navigate the uncertainty, but the
Fed has indicated they will maintain a stimulative approach for the foreseeable future, and fiscal
measures can go a long way plugging the holes in the meantime.

Making Up Lost Income:

Recession e Employee Compensation plus Unemployment Benefits ($Billions)
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Sources: Bloomberg.

You cannot invest directly in an index; therefore, performance returns do not reflect any management fees. Returns of the indices include the reinvestment of all dividends and
income, as reported by the commercial databases involved.
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Past Performance Is No Guarantee Of Future Performance. Any
opinions expressed are current only as of the time made and are
subject to change without notice. This report may include estimates,
projections or other forward looking statements, however, due to
numerous factors, actual events may differ substantially from those
presented. The graphs and tables making up this report have been
based on unaudited, third-party data and performance information
provided to us by one or more commercial databases. Additionally,
please be aware that past performance is not a guide to the future
performance of any manager or strategy, and that the performance
results and historical information provided displayed herein may have
been adversely or favorably impacted by events and economic
conditions that will not prevail in the future. Therefore, it should not
be inferred that these results are indicative of the future performance
of any strategy, index, fund, manager or group of managers. While we
believe this information to be reliable, Pathstone bears no
responsibility whatsoever for any errors or omissions. Index
benchmarks contained in this report are provided so that performance
can be compared with the performance of well-known and widely
recognized indices. Index results assume the re-investment of all
dividends and interest. Moreover, the information provided is not
intended to be, and should not be construed as, investment, legal or tax
advice. Nothing contained herein should be construed as a
recommendation or advice to purchase or sell any security, investment,
or portfolio allocation. Any investment advice provided by Pathstone is
client specific based on each clients' risk tolerance and investment
objectives. This presentation is not meant as a general guide to
investing, or as a source of any specific investment recommendations,
and makes no implied or express recommendations concerning the
manner in which any client's accounts should or would be handled, as
appropriate investment decisions depend upon the client's specific
investment objectives.

U.S. Large Cap Equity is represented by the S&P 500 Index, with
dividends reinvested. U.S. Small Cap Equity is represented by the
Russell 2000 Index. Developed Non-U.S. Equity is represented by the
MSCI EAFE Index. Emerging Market Equity is represented by the
MSCI EM Index. Real Estate is represented by the S&P Global
Property Index. Commodities are represented by the D] UBS
Commodity Index. Natural Resource Equities are represented by the
S&P North American Natural Resources Index. U.S. High Yield Debt
is represented by the Bloomberg Barclays U.S. Corporate High Yield
Index. Emerging Market Debt is represented by the JPM GMI-EM
Global Diversified Index. U.S. Aggregate Bonds is represented by the
Bloomberg Barclays U.S. Aggregate Bond Index. U.S. Treasuries is
represented by the Bloomberg Barclays U.S. Treasury Index. U.S.
Municipal Bonds is represented by the Bloomberg Barclays Municipal
1-10yr Index.



