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Case Growth Slowing in Europe; US Still High




Several Large States Have Exponential Outbreaks




Case Growth Across Much of Europe Has Stabilized




Social Distancing Impacts Daily Activities

Limits on the number of people in
restaurants and theaters

Convincing older Americans to continue
self-quarantine

Encourage continuation of work at home

Limit on unnecessary travel to other states




Historic Surge in Unemployment Claims
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Potential Short-Term Economic Damage

Global GDP could drop more than 10% in the 2nd Quarter 2020
Most recent estimates for GDP growth for Full Year 2020

» US estimates now 0.4% down from 2.0%
» Europe about 1.0% on average down from over 3.0%
* China 3.0% down from 6.0%

Corporate earnings likely to drop 15% to 20% in 2Q, but then rebound the
second half of the year




Many Outcomes Are Uncertain

When will cases and
mortality curves trend
downward?

How much damage will be
done to the economy before
that happens?

How fast will business
activity recover?

What will “normal” be after
this experience?




Longer-Term Economic Fallout

Global trade could take a hit indefinitely
Unemployment could remain elevated
Diminished trade and travel

Event cancellations

Disrupted corporate supply chains
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Consumer Actions Could Delay Recovery

“Going forward, do you expect to do the following more or less often because of
the Coronavirus and its impact to your life / the economy?”




Drop in Oil Prices Exasperated the Sell-off

Source: FactSet
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The Markets Have Been Highly Volatile

S&P 500 Daily
2541.47 -88.60-3.37% 4:10:01 PM VWAP: High: 9.38 Low: -11.98 Chg: 310.98%
Average: -0.58 High: 9.38 Low: -11.98 Last -3.37

S&P 500 - Price - % Change

Source: Factset




The Benefits of Diversification May Not Be
Apparent In Short Periods of Market Stress

Source: FactSet




Global Monetary and Fiscal Stimulus Measures

US Federal Reserve provided liquidity:
» Extending loans to bigger banks
* Buying commercial paper, MBS, Treasuries

« Actions are intended to provide funding for
businesses and keep financial markets operating

Government fiscal stimulus intended to fill
Income gap for consumers and businesses:
 The US government also passed a Stimulus Bill
China announced RRR cuts for some banks
BOJ pledged to buy bonds and inject liquidity
Australia injected cash into its financial system

Indonesia bought double the amount of bonds it
had initially targeted

EU has also promised to inject capital into its
financial systems




Historically Stocks Have Been Resilient

Historically, Stocks Have Been Resilient




US Market Recovery After Financial Crises




History Has Shown It’s Impossible to Time Markets




Timing Can Be Everything

Keeping risk-averse investors in the game

Historically, risk-averse investors have often “sold low” and “bought high” - locking in losses and missing out on market recovery.

Annual net new cash flows inte equity mutual funds versus the annual performance of the S&P 500 Total Return Index

| nyvestor Behavior (Met new cash flows of equity mutual funds)
--@-- Market Performance (S&P 500 Total Return Index)

Financial Recovery Bull
crisis 2008 2009-2012 market 2013

As equity Investor net flows remained negative,

markets fell, missing out as the market recovered.
investors fled,

“selling low".

A1
o)

s
L}

-‘"‘".L_____

T

Investors finally
reenter the
miarket, now
“buying high”.
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rs. Past performance is not a guarantee of future results.
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HBKS Clients Are Prepared for Market Shocks

Financial Planning helps clients design a solid plan based on long term goals,
which should not be influenced by the daily fluctuations of the stock market.

Client portfolios are designed with a long term, strategic asset allocation
Includes a risk tolerance assessment to ensure they are in an appropriate mix

Also includes an assessment of the timing and amount of financial
commitments to ensure adequate cash
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HBKS Investment Philosophy

Markets are Unpredictable - History has shown it is impossible
to predict future prices on a systemic and long-term basis.

Portfolio Structure Explains Performance - The asset
classes that are chosen for inclusion in a portfolio are

responsible for most of the variability of portfolio returns.

Risk and Return are Related - The compensation for taking on
increased levels of risk is the potential to earn greater returns.

Diversify Across Many Asset Classes — The primary way we
manage the risk of our clients’ portfolios is global diversification.

Maintain Discipline - We believe in establishing and adhering
to a long term, strategic allocation through full market cycles.

Utilize Both Passive and Active Management
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Active Versus Passive Management

Most studies indicate that the “average” actively managed fund fails to
consistently beat their benchmark

This “average” performance includes small funds with inexperienced managers

We used Morningstar data to look deeper

* We removed funds with less than $100 million in AUM and removed all funds whose primary
portfolio manager has been managing the fund less than 5 years

* We then separated the funds by the Morningstar’s asset class categories

For each fund we calculated the 3-year annualized returns for each calendar
year-end going back twenty years (from 1996 through 2016)

We calculated the average fund performance within each category

The results were compared to an ETF that seeks to replicate the primary
benchmark within each asset class




Active Versus Passive Results

The results paint quite a different picture than the studies that simply use
“average” mutual fund performance

Percentage of Time the Average Rolling Three Year Performance of Actively-Managed Funds with Long-Tenured Managers and More Than $100
Million AUM Outperformed a Passive ETF Benchmark Within Each Asset Class From 1996 Through 2016 During Specific Market Environments

Asset Class

ETF (Ticker)

Domestic
Equity

Large Cap Core
Large Cap Growth
Large Cap Value
Mid Cap Core
Small Cap Growth
Small Cap Value

SPDR® S&P 500 ETF (SPY)

iShares Russell 1000 Growth (IWF)
iShares Russell 1000 Value (IWD)
SPDR® S&P MidCap 400 (MDY)
iShares Russell 2000 Growth (IWO)
iShares Russell 2000 Value (IWN)

Up Markets

Down Markets

0- 10% Returns

100%
71%
100%
67%
75%
50%

75%
67%
50%

Foreign Equity

Developed Markets
Emerging Markets

iShares MSCI EAFE (EFA)
SPDR® S&P Emerging Markets (GMM)

100%
60%

Fixed Income

Core US Fixed Income

iShares Core US Aggregate Bond (AGG)

N/A
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Risk Management

The primary way we manage risk is by having a broadly diversified global
allocation across many asset classes

HBKS believes in an approach that allocates to assets intended to provide risk
management without sacrificing long term growth

Return-Generating Assets

Investments primarily intended for
Long Term Growth

us Foreign Real
Equities Equities Assets

* Large Cap * Foreign Dev * MLPs
e Mid Cap e Foreign SC e Real Estate
e Small Cap e Emerging Mkts e Commodities

Higher Volatility

Risk-Management Assets

Investments primarily intended for
volatility reduction without sacrificing
long term growth

e US Core * Managed Futures
* Foreign Developed * Global Macro
* Emerging Markets * Unconstrained Credit

* Inv Grade Municipals Hedged Equity
* TIPs Market Neutral
¢ Bank Loans

Lower Volatility




Use of Alternatives

Alternatives are generally considered to
be any asset class that has a return
profile that has a low correlation to stocks
or bonds.

We use these asset classes as a means
of increasing diversification and lowering
overall volatility of client portfolios.

In order to more closely align the risk
profile of each model with the
benchmark, the Alternative allocation will
come from a prorated amount of the
Equity and Fixed Income allocations.
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What This Means For Our Clients

Our clients don’t need to make drastic
changes during periods of market stress.

HBKS portfolios are structured to
provide some level of downside
protection during a market correction.

Rebalance portfolios back to targeted
equity exposure, but not until the curve
of new cases flattens

Potential to increase the targeted
allocation to equities:

— Focus on companies with solid,
consistent cash flows

— Keep focused on long-term goals, not
trying to guess the next trend
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Resources

Visit hbkswealth.com for the latest news and market commentary

Follow up with your Financial Advisor if you have specific questions
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Questions




Thank You and Stay Well!

Brian Sommers, CFA
Principal
Chief Investment Officer
bsommers@hbkswealth.com



Important Disclosures:

The information included in this presentation is for general, informational purposes only. It does not contain any investment
advice and does not address any individual facts and circumstances. As such, it cannot be relied on as providing any
investment advice. If you would like investment advice regarding your specific facts and circumstances, please contact a
qualified financial advisor.

Any investment involves some degree of risk, and different types of investments involve varying/degrees of risk, including
loss of principal. It should not be assumed that future performance of any specific investment, ;strategy or allocation
(including those recommended by HBKS® Wealth Advisors) will be profitable or equal the corresponding indicated or
intended results or performance level(s). Past performance of any security, indices, strategy or allocation may not be
indicative of future results.

The historical and current information as to rules, laws, guidelines or benefits contained in this document is a summary of
information obtained from or prepared by other sources. It has not been independently verified, but was obtained from
sources believed to be reliable. HBKS® Wealth Advisors does not guarantee the accuracy of this|information and does not
assume liability for any errors in information obtained from or prepared by these other sources.

HBKS® Wealth Advisors is not a legal or accounting firm, and does not render legal, accounting or tax advice. You should
contact an attorney or CPA if you wish to receive legal, accounting or tax advice.

Insurance products are offered through HBK Sorce Insurance LLC. Investment advisory services are offered through HBK
Sorce Advisory LLC, doing business as HBKS Wealth Advisors. NOT FDIC INSURED - NOT BANK GUARANTEED - MAY
LOSE VALUE, INCLUDING LOSS OF PRINCIPAL - NOT INSURED BY ANY STATE OR FEDERAL AGENCY.



