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2021: 3" Quarter Summary

“It's alright and it's coming on / We gotta get it right back to where we started from” Maxine
Nightingale, “Right Back Where We Started From”

Third-quarter results indicate that the post-COVID economic surge may be taking a pause, as stocks and
bonds had a weak quarter and commodities, oil in particular, continued their strong rebound from 2020
and stoked inflation fears. The stock market’s proverbial ‘wall of worry’ has added a few new stones,
some quite large, but we still see growth ahead and a good—but challenging—environment for stocks.

What added the new stones to the wall is a global economy flush with cash and enormous pent-up
demand for goods and services that were affected by the COVID lockdown. While some industries
and activities rebounded as expected, others have not, primarily in the leisure and travel segments of
the economy. We also see some confusing data on how COVID relief funds were disbursed, as well
as murky data on why and where people are either changing or not taking jobs. Anecdotal evidence
abounds on the reasons for higher prices and high levels of unfilled jobs that have put a squeeze on
employers. Add supply-chain issues and an inability to agree on necessary infrastructure and budget
priorities in the U.S. as more stones in the wall, and we foresee some disruptive effects from higher
inflation and yields and a correction for stocks in the next 12 to 18 months.

Index Returns
as of 9/30/2021

Index Q3-21 Q2-21 ‘ YTD ‘ ;g;‘g
BbgBarclays US HY 2% Issuer Cap 0.89% 2.74% 4.54% 7.05%
BbgBarclays Municipal <0.27%> 1.42% 0.79% 5.21%
BbgBarclays Global Aggregate 0.09% 0.98% <1.43%> 5.58%
BbgBarclays US Agg Bond 0.05% 1.83% <1.55%> 7.51%

U.S. STOCKS
Russell 1000 [Large-cap Stocks] 0.21% 8.54% 15.19% 20.96%
Russell 2000 [Small-cap Stocks] <4.36%> 4.29% 12.41% 19.96%
S&P 500 0.58% 8.55% 15.92% 18.40%
INTERNATIONAL STOCKS
MSCI ACWI Ex USA NR [All Stocks] <2.99%> 5.48% 5.90% 10.65%
MSCI EAFE NR [Developed Markets] <0.45%> 5.17% 8.35% 7.82%
MSCI EM NR [Emerging Markets] <8.09%> 5.05% <1.25%> 18.31%
REAL ASSETS

U.S. Dollar 1.94% <0.85%> 4.77% <6.69%>
S&P GSCI Gold Spot <0.82%> 3.26% <7.29%> 24.42%
Morningstar US Real Asset Index <0.43%> 7.69% 13.75% 1.03%
Bloomberg Commodity 6.59% 13.30% 29.13% <3.12%>
S&P GSCI Crude Oil Spot 2.12% 24.19% 54.64% <20.54%>
S&P United States REIT 0.97% 11.94% 22.89% <7.52%>
S&P Global Ex US REIT <1.57%> 7.55% 8.40% <9.34%>

Source: Morningstar, Inc. USD data with dividends and interest
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“Well, | won't back down / No, | won't back down / You can stand me up at the gates of hell /
But | won't back down” Tom Petty, “l Won't Back Down”

It appears that the long-term effects of COVID-19 may translate to a broad endemic, a livable condition
that will likely require vaccinations, boosters and other palliatives similar to those used to fight HIV. We
know that a broad level of global COVID immunity will be an important step to managing the virus and
moving forward to return to as much pre-COVID activity as possible. Two issues are hindering full
recovery, one with respect to vaccination rates and the other with the disease itself.

COVIDAA9 vaceine rollout It is dismaying to find that the United States
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Source: J. P. Morgan Asset Management

“l think a change / (A change would do you good) / Would do you good” Sheryl Crow, “A Change
Would Do You Good”

It's no surprise that the economy and markets have experienced strong—but expected—growth in the
post-COVID recovery. The jobless rate has fallen, GDP growth has been very strong and asset markets
have rewarded investors. The recovery has not been a global panacea, however, and as we noted above,
the persistent coronavirus has pushed forward a number of social and economic issues that might derail

future growth. They are specifically related to inflation, employment and the withdrawal of current levels of
monetary and fiscal stimulus.
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The following graph details the 50-year history of CPI (headline inflation) and the Fed'’s preferred
measure, the Personal Consumption Expenditure (PCE) deflator, which is generally lower than CPI:

CPland core CPI

% change vs. prior year, seasonally adusted
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Recession

Very high readings in the 1970s skew the
longer-term numbers, but we can see a

50yr. avg. Jul.2021 Aug.2021

Core CPI
Food CPI

3.8% 42% 4.0%
3.9% 34% 3%
45% 23.6% 249%

definite uptick in the data above recent

Headline PCE deflator
Core PCE deflator

inflation trends. The Fed has indicated that
they believe the inflation data we see are
mostly transitory, and they’re willing to accept
a higher run rate before beginning to hike
rates. They have recently indicated that they
see higher inflation for longer, and the level of

34% 4.2% 4.3%
3.3% 36% 3.6%

‘acceptable’ inflation and the Fed’s eventual
hikes are what’s concerning markets now.
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Source: BLS, FactSet, J.P. Morgan Asset Management.

The other inflation issue that will have a
deleterious effect on the economy is wage =
inflation. Although wage growth has been a4
at or below 4% for many years, we can

see a recent spike above that level.

Normally this is an issue to be applauded,
but adding wage demands to increasing ™1 A\WEJ

difficulty in filling jobs and supply-chain Lj“ O N
issues portends increased prices and
decreasing margins for companies in the
months ahead.

JOLTS Job Openings

Total nonfarm job openings, thousands, seasonally adjusted
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Source: BLS, FactSet, J.P. Morgan Asset Management

As noted above, job creation is one of the phenomena
contributing to inflation angst. The Dept. of Labor tracks open jobs
data for its Job Openings and Labor Turnover Survey (JOLTS)
report, seen here. The current reading of almost 11 million open
positions far surpasses the previous high recorded in the Trump
administration. Reasons for the high level of vacancies may
include generous pandemic unemployment benefits, lack of
universal benefits such as childcare, a desire for more hybrid
work-from-home options and a willingness among jobseekers to
change careers. A combination of these factors likely contributes
to the data, but the expected effect is for higher wages and
ultimately, some higher inflation as the JOLTS number declines.
The recent cessation of extended unemployment benefits may

offer some insight into the U.S. jobs recovery. Regardless of the causes for the high JOLTS data,
Congress is expected to reduce fiscal stimulus in the coming months, adding another stone to the wall of

worry.

“Tina, Tina, nobody else but Tina” Frank Sinatra, “Tina”

We have seen little to cause us to reconsider our belief in the TINA (‘there is no alternative’) trade
favoring equities. Data now point to slowing growth in GDP and earnings in 2022, and we expect profit
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margins to come under pressure from supply-chain issues, inflation and the jobs issues previously
discussed. An additional concern is that a form of stagflation may settle in the economy, in which growth
slows considerably and inflation remains uncomfortably high. It's too early to make that call, but the Fed is
carefully watching the data and is expected to begin tapering its bond-buying program by the end of 2021.
Modest interest-rate increases are now expected in the latter part of 2022. Indications are that fiscal
stimulus will be gradually reduced as well, particularly if there is a change in the congressional majorities
in 2022. All these factors point to higher volatility ahead for both stocks and bonds.

We are maintaining our view that taxable bonds, especially Treasuries and other government issues, are
best regarded as a market-decline hedge rather than a robust source of income. We are also maintaining
diversification in equities by allocating to smaller-cap and non-U.S. stocks to take advantage of some
depressed valuations and participate in the breadth of the economic recovery.

Adjustments to portfolios and financial plans are best made in periods of relative calm. If your personal
situation or perspective has changed in any way, we encourage you to contact us so we can determine if
adjustments to your portfolio might be warranted for you.

As always, if you have any questions please feel free to contact us.

-Your Wealth Management Team at JJ Burns & Company

Disclosure: J.J. Burns & Company, LLC is a registered investment adviser with the U.S. Securities & Exchange Commission and maintains notice filings with the
States of New York, Florida, Pennsylvania, New Jersey, Connecticut, California, Maryland, Massachusetts and South Carolina. J.J. Burns & Company, LLC only
transacts business in states where it is properly registered or excluded or exempted from registration. Follow-up and individualized responses to persons that involves
either the effecting or attempting to effect transactions in securities, or the rendering of personalized investment advice for compensation, as the case may be, will not
be made absent compliance with state investment adviser and investment adviser representative registration requirements, or an applicable exemption or exclusion.

Past performance is no guarantee of future results. This information is provided for educational purposes only and should not be considered investment advice or
a solicitation to buy or sell securities. Investing risks include loss of principal and fluctuating value. Small cap securities are subject to greater volatility than those in
other asset categories. International investing involves special risks such as currency fluctuation and political instability. Investing in emerging markets may
accentuate these risks. Sector-specific investments can also increase these risks.

Unless otherwise stated, performance numbers refer to indexes, which cannot be invested in directly and have no fees or trading expenses associated with them.
All index data provided by Morningstar, Inc.

Russell data © Russell Investment Group 1995-2021, all rights reserved. Dow Jones data provided by Dow Jones Indexes. MSCI data © MSCI 2021, all rights
reserved. S&P data provided by Standard & Poor’s Index Services Group. © 2021 Merrill Lynch, Pierce, Fenner & Smith Inc.; all rights reserved. Citigroup bond
indices © 2021 by Citigroup. Barclays data provided by Barclays Bank PLC. Indices are not available for direct investment; their performance does not reflect the
expenses associated with the management of an actual portfolio.

Fixed income securities are subject to increased loss of principal during periods of rising interest rates. Fixed-income investments are subject to various other
risks, including changes in credit quality, liquidity, prepayments, and other factors. REIT risks include changes in real estate values and property taxes, interest
rates, cash flow of underlying real estate assets, supply and demand, and the management skill and creditworthiness of the issuer.

The Russell 1000 Index measures the performance of the large-cap segment of the U.S. equity universe. It includes approximately 1000 of the largest securities
based on a combination of their market cap and current index membership. The Russell 2000 Index measures the performance of the small-cap segment of the
U.S. equity universe. It includes approximately 2000 of the smallest securities based on a combination of their market cap and current index membership.

The Barclays US Corporate High Yield 2% Issuer Capped Bond Index is an issuer-constrained version of the flagship US Corporate High Yield Index, which
measures the USD-denominated, high yield, fixed-rate corporate bond market. The index follows the same rules as the uncapped version, but limits the exposure
of each issuer to 2% of the total market value and redistributes any excess market value index wide on a pro rata basis. The Barclays U.S. Aggregate Index covers
the USD-denominated, investment-grade, fixed-rate, taxable bond market of SEC-registered securities. The Barclays US Municipal Bond Index is a broad-based
benchmark that measures the investment grade, US dollar-denominated, fixed tax-exempt bond market. The index includes state and local general obligation,
revenue, insured, and pre-refunded bonds. The Barclays Global Aggregate Index is a flagship measure of global investment grade debt from twenty-four local
currency markets. This multi-currency benchmark includes treasury, government-related, corporate and securitized fixed-rate bonds from both developed and
emerging markets issuers. Returns hedged to various currencies are published for multi-currency indices.

The Morningstar® US Real Asset Index is a diversified portfolio of four different asset classes that have historically displayed high sensitivity to inflation. Real
assets are defined as TIPS, commodity futures-based strategies, real estate investment trusts, and inflation-sensitive equities such as upstream commodity stocks
and master limited partnerships

The S&P U.S. REIT Index defines and measures the investable universe of publicly traded real estate investment trusts domiciled in the United States. The S&P
Global ex US REIT index is a comprehensive benchmark of publicly traded equity REITs listed in both developed and emerging markets, excluding the United
States. The S&P 500® index includes 500 leading companies and captures approximately 80% coverage of available market capitalization. The S&P GSClI is
designed as a benchmark for investment in the commodity markets and as a measure of commodity market performance over time. It is also designed as a
tradable index that is readily accessible to market participants.

The MSCI ACWI ex USA Index captures large and mid-cap representation across 22 of 23 Developed Markets (DM) countries (excluding the US) and 23
Emerging Markets (EM) countries. The MSCI EAFE Index is an equity index which captures large and mid-cap representation across Developed Markets countries
around the world, excluding the US and Canada. The MSCI Emerging Markets Index captures large and mid-cap representation across 23 Emerging Markets (EM)
countries.

The Bloomberg Commodity Total Return index is composed of futures contracts and reflects the returns on a fully collateralized investment in the BCOM. The
index currently represents 20 commodities, which are weighted to account for economic significance and market liquidity.
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