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Key Takeaways

2022 continues to be a difficult year for investors as both equities and bonds have sold off. Fears of prolonged inflation, increasingly
high rates, and the war in Ukraine have left investors feeling anxious.

Commodities and Natural Resource Equities, which had performed well in Q1 decreased by -5.66% and -10.44% in Q2. Fears of a
global recession have brought down prices of cyclical sectors that had solid performance leading into June.

Core bonds had a negative quarter as interest rates rose. Within stability assets, we continue to have a positive outlook towards
short duration fixed income.

Volatility in markets has picked up again amidst rising inflation, increased interest rate hikes, and fear of a recession.

The yield on the 10-year treasury rose 0.13% in June and settled at 2.98% after topping out near 3.5% mid-month.

Index Performance (as of 06/30/2022)

ALASKA
ARIZONA Q2 2022 One-Year Three-Year
Equity
CALIFORNIA U.S. Large Cap -16.10% -10.62% 10.60%
COLORADO U.S. Small Cap -17.20% -25.20% 4.21%
LGB Developed Non-U.S. -14.29% -17.33% 1.54%
Emerging Market -11.34% -25.00% 0.92%
EEUREE Real Assets
MASSACHUSETTS Real Estate -16.51% -13.14% -0.60%
Commodities -5.66% 24.27% 14.34%
NEW JERSEY Natural Resource Equities -10.44% 22.17% 10.47%
NEW YORK Fixed Income
TEXAS Core Plus
U.S. High Yield Debt -9.83% -12.81% 0.21%
BELLEVUE, WA Emerging Market Debt -8.63% -19.28% -5.80%
SEATTLE, WA Core Bonds
U.S. Aggregate Bonds -4.69% -10.29% -0.93%
WASHINGTON D.C. U.S. Treasuries 3.78% -8.90% -0.88%
U.S. Municipal Bonds -0.84% -5.39% 0.21%
Current Prior Month One-Year Ago
Month-End Values/Yield
CBOE Volatility Index 28.27 26.19 15.83
10-Year Treasury Yield 2.98% 2.85% 1.45%
Sources: Bloomberg, Morningstar, treasury.gov. S&P Dow Jones Indices. Page 1

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. Returns over one year have been annualized.
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Quarterly Commentary

o The conflict in Ukraine continues to have repercussions around the globe. While commodity prices have fallen since mid-June, they are
still at elevated levels. We believe that the U.S. is better positioned compared to European nations to endure the current food, energy, and
commodity crunch, but the U.S. is still in a precarious position. Inflation isn’t cooling off the way the market has anticipated, the Fed will
push interest rates higher to quash inflation at any cost, and growth is slowing as demand has been destroyed by higher prices. However,
we still have an incredibly strong labor market and consumers are currently in a good place financially when compared to the past.

» The most recent headline CPI reading for May came in at a hotter than expected 8.6%. The largest year-over-year (YoY) increases have
come from energy prices. Motor fuel is up 49.1%, piped utility gas is up 30.2%, and the prices of vehicles which mostly run on gas are up
16.1% for used cars and trucks and 12.6% for new cars. Food at home prices have increased almost 12%, led higher by meat prices.

o The Fed Funds rate now stands at an upper bound of 1.75% after a 25 basis point (bps) increase in March, 50 bps in May, and a massive
75 bps increase in June. It is highly anticipated that the Fed will raise rates by another 75 bps in July. The last time the Fed raised rates
by 50 bps or more three months in a row was during the Volcker years and peak inflation.

o Increases to the Fed Funds rate drove 30-year fixed rate mortgages to over 6%, which is almost 3% higher than the start of 2022. Between
high mortgage rates, low supply, and lofty prices, the number of first-time homebuyers has dropped off significantly and the number of
investors has picked up. This made the rental market explode and Zillow estimates that rents have increased over 15% YoY. Adjustable-
rate mortgages (ARMs) have made a comeback and the percentage of ARMs to all mortgage originations is at its highest level since 2008.

e The 3 update for Q1 GDP growth came in at a slightly cooler -1.6% (quarter-over-quarter, annualized). The key takeaway was that
consumer spending was revised sharply lower, which indicates the economy carried less momentum than previously thought heading into
Q2. The Atlanta Fed’s current estimate of GDP growth for Q2 is -2.1% and we will get an official preliminary reading at the end of July.

o If there is one saving grace, it is the labor market. We have one of the strongest labor markets we have ever seen with almost two job
openings for every unemployed person. Job quits are still near all-time highs, which indicates that people are either realizing it very easy
to get a new job or they are very confident they will find one. Layoffs are near record lows because most businesses can’t find enough
workers, let alone quality workers to fill job openings. If we do not have a recession or if it is extremely mild, it will be due to the strength

of the labor market.
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Disclosures

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 Bloomberg 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.
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