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For those lucky investors who have a crystal ball, investing is easy. For the rest of us, we must consider a matrix of potential
economic outcomes. In order to chart the best course for your portfolio we evaluate the probability of returns for each asset
type and weigh each return forecast by scenario. We consider appropriate diversification for situations where our base case
scenario is not the one that comes to fruition. Perhaps the proverbial crystal ball will become a reality with leaps in quantum
computing technology. Until then our best bet is to utilize a thoughtful, process-driven approach using quantitative and
qualitative inputs and a framework for comparing outcomes across an array of probability weighted scenarios. We call that tool
our Stress Test Scenario Analysis Tool. It helps us broaden our thought process beyond just what is expected to include what
could possibly go wrong.

Our base case scenario, looking out over the remainder of 2021 and into 2022 could easily be called the "Barn Find" or "Dusting
off the cobwebs". Highlighting the fact that there is something of significant value in front of us that just needs to be cleaned up
a bit. What does that mean? We are coming out of the pandemic-induced recession and are optimistic about the re-opening of
the global economy, but, the economy isn't looking like a shiny new Ferrari parked in a spotless garage with one of those fancy
speckled and glossy floors. Instead, the economy is a bit of a barn find, more of a classic car, covered in dust and cobwebs,
maybe even missing a few parts or having flattened tires, but it is mostly all there. With some clean-up work, it can be returned
to show-stopping status in due time. The restoration of the car is the easy part and generally fairly predictable. Think of that as
the economy. The hard part is knowing how much that restored vehicle might be worth at auction. This is the conundrum that
market participants face today. Let me explain...

Spending and consumption patterns are fairly consistent over time. The variations expressed in those patterns can be affected by
a variety of environmental phenomena, but the trends tend to be relatively smooth. Our expectation is that the economy
continues to recover and has still quite a way to go to reach full recovery in terms of employment, consumption, etc. Equity
prices, on the other hand, tend to suffer much greater volatility on a day to day basis, than say, the sales of toilet paper. Many
would argue that markets are priced quite optimistically today, to put it gently. Others would call this a "bubble" suggesting
prices are unsustainably high. The key to solving this conundrum is determining what the new baseline level of earnings and
interest rates are going to be. The analysis must be dynamic. Our outlook today would suggest that equity markets, U.S. Large
Cap being the most extended, are as much as 10-15% overvalued relative to earnings expectations for 2022 of just over $200 for
the S&P 500 and anticipated interest rates on the 10-year Treasury of 2 to 2.5%. If we have underestimated earnings and/or
overestimated interest rates (note they have fallen to 1.3% recently) then markets may not be overvalued at all.

Our portfolio Stress Tests will consider alternative scenarios. As noted above, we want to evaluate the what-ifs, in order to be
best prepared in the absence of the crystal ball. The other scenarios will be based on difficult questions we need to wrestle with
including: Will interest rates on the 10-year Treasury remain below 2% while inflation heats up? Will profit margins remain near
all-time highs in the face of wage pressures and rising input costs? 1f not, what does that say about the currently elevated Price-
to-Earnings multiples being paid for equities? Will the Central Banks ever willingly allow another recession? What is the
likelihood we get further fiscal stimulus such as an infrastructure spending bill? How will tax law changes impact investments?

As we enter the second half of the year the answers to these questions will become more evident. Earnings season is kicking off,
the end to heightened unemployment benefits is in sight and we should continue to see whether covid-19 and its variants may
further disrupt the re-opening progress or not. In the weeks ahead keep an eye out for our latest tactical recommendations,
considering this matrix of risks and return potential as we look to fine tune your portfolio for the remainder of the year.

1f you have any questions, or would like to discuss your portfolio, please contact us.
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Disclosure

This communication and its content are for informational and educational purposes only and should not be used as thebasis for
any investment decision. The information contained herein is based on publicly available sources believed to be reliable but is
not a representation, expressed or implied, as to its accuracy, completeness or correctness. No information available through
this communication is intended or should be construed as any advice, recommendation or endorsement from us as to any legal,
tax, investment or other matters, nor shall be considered a solicitation or offer to buy or sell any security, future, option or other
financial instrument or to offer or provide any investment advice or service to any person in any jurisdiction. Nothing contained
in this communication constitutes investment advice or offers any opinion with respect to the suitability of any security, and this
communication has no regard to the specific investment objectives, financial situation and particular needs of any specific
recipient. Past performance is no guarantee of future results. Additional information and disclosure on Pathstone is available
via our Form ADV, Part 2A, which is available upon request or at www.adviserinfo.sec.gov.

Any tax advice contained herein, including attachments, is not intended or written to be used, and cannot be used, by a taxpayer

for the purpose of (i) avoiding tax penalties that may be imposed on the taxpayer or (ii) promoting, marketing or recommending
to another party any transaction or matter addressed herein.
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