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Presentation Notes
Hello and welcome to Quarterly Perspectives, second quarter, 2019






Presenter
Presentation Notes
The presentation is divided into two parts. The first part reviews recent asset returns and the second part looks at recent market and economic headlines.
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We start our return discussion with a high-level look at a collection of major asset classes. As we can see from the illustration, stocks and bonds were both higher during the quarter and for the year. 
Let’s look a little deeper at what was driving the returns of stocks and bonds.



Developed Markets Performance
12- Month Returns as of June 30, 2019
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Presentation Notes
We start by looking at how developed stock markets performed over the past 12 months. We can see a wide range of results which speaks to the need to diversify. While it would have been great to have all of our money invested in Switzerland, the best performing country, investing in only one country introduces the possibility that all of our money could have been in Israel, the worst performing country. The dots on or near each country’s bar represents how the local stock market performed over the past 12-months. In most cases, stock market returns measured in the local market currency where better than when converted to the U.S. dollar. This is because the U.S. dollar appreciated in value versus most currencies over this time period.




Emerging Markets Performance

12-Month Returns as of June 30, 2019
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Source: Morningstar Direct 2019. Each country represented by itsindividual MSCOl country index (net dividends). Past performance is not aguarantee of future results.
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A similar trend, with an even wider range of returns, occurred in the stock markets of emerging countries. Brazil had the best return, and Pakistan had the largest decline over this 12-month period.



Stock Factor Performance: Small vs. Large
Five Years Ending June 30, 2019
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Our evidence-based investment process has us favor several factors of return. One of those factors is a preference for small capitalization companies versus large capitalization companies. History has shown that small companies tend to outperform large companies over the long term.
Looking back over the past five years, we see that outperformance in non-U.S. companies, but we didn’t see it in U.S. and emerging markets companies.




Stock Factor Performance: Value vs. Growth
Five Years Ending June 30, 2019
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Another factor of return we emphasis is on value companies. Historically, value companies have outperformed growth companies over the long-term. Yet, over the past five years, we can see that large growth companies outperformed large value companies.
When we look a small capitalization value companies, we see that emerging market small value companies have done well versus growth companies. We also see that U.S. small value and international small value companies had periods when value outperformed, and periods where they didn’t.
While we expect our factors of return to always deliver positive results, realized returns are often different. This is why we diversify into multiple factors of return.



U.S. Interest Rates
Q2 2019 vs. End of 2018
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Turning our attention to bonds, we start by looking at recent interest rates. Here we plot, what is commonly referred to as, a yield curve to show us how much interest we receive from bond investments with different maturities.
The green line represents interest rates at the end of 2018 and the blue line represents interest rates at the end of the second quarter. Since the blue line is lower than the green line, we can see that interest rates decreased during the year. Bond prices rise when interest rates fall, and this helped boost bond results in the first quarter.


Bond Factor Performance
Q22019 &YTD 2019
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and BBB (FTSEEUSBIG Corp BBB 3-7 Year). Past performance is not aguarantee of future results.
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We typically prefer investing in bonds that have shorter maturities and higher quality than the broad bond market. During the second quarter and for the year, falling interest rates helped all bonds, especially longer maturity bonds as see in the graph on the left. In the chart on the right, we saw investors move back into lower credit quality bonds as stock markets rallied. Yet, all bond credit qualities gained during the quarter.



Contribution to Return
65- 35 Index Mix, Q2 2019
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On this slide we look at the absolute impact of different asset classes on a sample 65% stock / 35% bond index mix.
With both stock and bond markets advancing in the quarter, we can see all asset classes added to the overall gain. U.S. stocks had the biggest impact followed by bonds.



The Effects of Diversification
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Looking at year-to-date asset class returns, we see asset classes in your portfolio ranging from +18.5% for U.S. Large on the high end to 1.3% for cash on the low end. 
Maintaining a diversified asset mix, such as the 65% stock, 35% bond mix shown in white, kept us away from the more extreme returns from year to year with significantly less volatility over the last 15 years highlighting the importance of maintaining a well-diversified mix of asset classes in our portfolios.



HEADLINES
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Let’s now turn our attention to some of the major stories we saw in the most recent quarter.



World Stock Market Performance
Q22019

0 “U.S. Worker ) _ )
“Global Stock Rally Productivity S&P 500 Hits Record S&P 500 Posts
“IMF Cuts 2019 Defies Dimming Advances at Best s “Eurozone Ctlcl)ste AﬁerF?d Ehnt’t’s Be;_ ilfSt H:ﬁllf
260 Global Growth Economic Outlook” Rate Since 2010 o onsumer Economy Slows “U.S. Job at Interest-Rate Cu in 22 Years
Outlook” entiment Hits :
Highest Level as Demand for Openings
-/N in 15 Years” Exports Stalls” Outnumber
“U.S. Stocks Rallyto ~ “Home-Price Unemployed by “U.S. Economy
250 “US Budget Put S&P 500, Nasdagq ~ Growth Widest Gap E Grew at
Deficit Grew at New Records” Slows to Unrevised
15% in First Half Lowest 3.1% Rate in
of Fiscal 2019” Level Since “U.S.-China Trade “Japan Surprises with First Quarter”
240 2012" Talks End 2.1% Growth, but It's

Without a Deal” Not All Roses”

230

220

210

200

April May

June

Source: Morningstar Direct 2019. World Sock Market is MSO ACM Index [net div.] The MSO ACWM (All Country World) Index [net div.] isdesigned to represent performance of the full opportunity set of
large- and mid-cap stocksacross 23 developed and 24 emerging markets. Pagt performance isnot aguarantee of future results.

13


Presenter
Presentation Notes
New information comes out daily, potentially impacting the direction of individual companies and the overall market. While this collection of headlines isn’t meant to explain why the global stock market returned what it returned, we present it to help illustrate that there is a lot of short-term news that may temp us to make an investment decision we may regret. It is wise to stay informed, but we feel it very important to keep a long-term perspective when it comes to investing. 

As we can see, from some of the quotes, investors had to digest economic growth, potential interest rate policies and trade negotiations. Let’s look at each of these headlines to see if the concern is warranted.



Longest Modern-Era U.S. Expansion
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The U.S. just entered its longest post-war economic expansion, beating out the expansion in the 1990s. This has led many economists and forecasters to suggest that it might be time for a recession.


Longest Modern-Era Global Expansions

Length of Notable Economic Expansions
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However, time alone doesn’t kill an expansion. Consider that our current record breaking expansion pales in comparison versus many other countries. Seven countries had expansions longer than our current one, and our expansion would have to go one for another 17 years for us to match the length of the economic expansion Australia is currently experiencing.


W here Are Interest Rates Headed Next?

Federal Reserve Now Favoring Interest Rate Cuts Over Hikes

Federal Funds Dot Plot: June 2019
7 Current Fed Funds Range: 2.282.5%
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Federal Funds Dot Fot iscomprised of Federa Open Market Committee participants assessmentsof appropriate monetary policy.
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Yet, it seems economists like to worry and some of the worrying is seen in the growing concern from the Federal Reserve. As discussed earlier in the presentation, U.S. interest rates have declined this year and the Federal Reserve is contributing to the decline. After nine quarter-of-a-percent interest rate increases since 2015, the Federal Reserve is growing concerned about the uncertainty tariffs will have on the economy and below target inflation. The Fed officials are starting to suggest that the next interest rate move may likely be down.

https://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20190619.pdf

U.S. Not Alone With Lower Interest Rates

Market Value of Negative Yielding Bonds, by Region as of June Each Year
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The U.S. is not a alone in the trend towards lower interest rates. Economists feel the European Central Bank, the euro currency region’s Federal Reserve equivalent, may prepare additional monetary stimulus this year. The ECB sets multiple rates for its banks and the lowest is already negative at -0.4%. As we can see in the chart, the amount of negative yielding bonds in the world has spiked this year to $13 trillion. 


The Tiff Over Tariffs

Tariff Basics

Who Pays the Tariff?
What is a Tariff?
Companies that import goods subject to a
A tax paid on the value of imported goods tariff pay the tax to their local customs
department

Are Consumers Impacted by Tariffs? What Have Tariffs Cost U.S. Consumers?

Yes, when companies pass along some of Estimated $1,245
their increased costs (i.e., the tariffs) through (per household annual cost)
higher prices

Source: Federal Reserve Bank of New York, May 23, 2019: https//libertystreeteconomics.newyorkfed.org/ 2019/ 05/ new-china-tariffs-increase-costs-to-us-households. html
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With tariffs continuing to make headlines and with the Federal Reserve concerned about its impact on the economy, we now look at some of the basics on tariffs. Tariffs are taxes on imported goods that are commonly paid by the companies that import the goods. Companies can absorb the tax as an extra cost or they can pass some or all of it along to their customers in the form of higher prices. The Federal Reserve Bank of New York estimates the potential impact of the 2018 and 2019 tariffs at $1,245 per household. 

https://libertystreeteconomics.newyorkfed.org/2019/05/new-china-tariffs-increase-costs-to-us-households.html

U.S. Tariffs: Bark Bigger Than Bite

Projected Tariff Revenue, Annualized

Source: Wall Sreet Journal & Goldman Sachs,

19


Presenter
Presentation Notes
While there has been a lot of headlines over tariffs, approximately only one-third of all proposed tariffs have been imposed. While jobs, consumer spending and profits are all potentially impacted by tariffs, it is clear that the current administration is using tariffs as a negotiation tool.


Inform ation Over Noise

What Determines the Value of a Company?
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We conclude this presentation with a little long-term perspective to keep in mind. When we think about the value of a company (like a stock) there are a number of ways to calculate its worth. One simple way is to calculate the present value of all company’s expected future earnings. Since corporations essentially have an infinite time horizon, their earnings stream goes on for decades and decades and will potentially survive many of the day-to-day political and economic changes. Think of a company like Coca-Cola. How many recessions, trade fights, presidents, interest rate changes, beverage fads…you name it…has it been through? Companies must adapt to the environment they are in and rise above the noise. That is the advantage of capitalism and a key reason behind the stock market’s historical performance.


Standardized Performance Data and Disclosures

Average Annual Total Returns (%) 3 Mo 1Yr 5Yr 10 Yr Since Inception
ICE BofAML 3M US Trsy Note TR USD 0.65 2.36 0.88 0.50 1.66 6/30/2000
ICE BofAML 1-3Y US Corp&Govt TR USD 1.49 4.29 1.46 1.63 4.72 6/30/1986
FTSE WGBI 1-5 Yr Hdg USD 1.51 4.44 1.84 1.86 5.28 12/31/1984
DJ US Select REIT TR USD 0.82 9.75 7.61 15.40 9.09 12/31/1986
MSCI EM Value NR USD 0.97 5.04 1.03 4.60 9.60 12/29/2000
MSCI World Ex USA Small Cap NR USD 1.76 -6.17 3.39 9.19 7.91 12/29/2000
MSCI World Ex USA Value NR USD 1.74 -1.80 0.01 5.62 10.59 12/31/1974
MSOM 65-35 Index Mix 2.27 4.03 4.47 8.03 6.17 12/31/2000
Russell 1000 Value TR USD 3.84 8.46 7.46 13.19 11.92 12/31/1978
Russell 2000 TR USD 2.10 -3.31 7.06 13.45 11.38 12/31/1978
S&P 500 TR USD(1936) 4.30 10.42 10.71 14.70 10.52 3/31/1936

Data as 0f6/30/2019

Source: Morningstar Direct 2019. Indexes are unmanaged baskets of securitiesthat are not available for direct investment by investors. Index performance doesnot reflect the expensesassociated with the
management of an actual portfolio. Past performance is not aguarantee of future results. Treasury notes are guaranteed as to repayment of principal and interest by the U.S government. Foreign

securitiesinvolve additional risks, including foreign currency changes, political risks, foreign taxes, and different methods of accounting and financial reporting. Fixed income investments
are subject to interest rate and credit risk. Emerging marketsinvolve additional risks, including, but not limited to, currency fluctuation, political instability, foreign taxes, and different
methods of accounting and financial reporting. Real estate securitiesfunds are subject to changesin economic conditions, credit risk and interest rate fluctuations. Al investmentsinvolve

risk, including the loss of principal and cannot be guaranteed against loss by a bank, custodian, or any other financial institution.

21



Standardized Performance Data and Disclosures

Average Annual Total Returns (%) 3 Mo 1vr 5Yr 10 Yr Since Inception
MSCI World Ex USA Large Growth NR USD 6.12 7.12 4.21 7.80 4.58 5/31/1994
MSCI World Ex USA Large NR USD 3.94 2.36 1.77 6.47 4.81 5/31/1994
MSCI World Ex USA Large Value NR USD 1.99 -1.70 -0.45 5.20 4.97 5/31/1994
MSCI World Ex USA Mid Growth NR USD 4.80 -2.43 3.65 7.98 1.71 6/5/2007
MSCI World Ex USA Mid NR USD 3.21 -2.56 3.15 7.97 5.45 5/31/1994
MSCI World Ex USA Mid Value NR USD 0.34 -2.37 2.38 7.86 5.93 5/31/1994
MSCI World Ex USA Small Growth NR USD 2.59 -5.90 4.89 9.96 4.41 5/31/1994
MSCI World Ex USA Small Value NR USD 0.92 -6.40 1.89 8.40 6.43 5/31/1994
Russell 1000 Growth TR USD 4.64 11.56 13.39 16.28 11.45 12/31/1978
Russell 1000 TR USD 4.25 10.02 10.45 14.77 11.86 12/31/1978
Russell 2000 Growth TR USD 2.75 -0.49 8.63 14.41 9.80 12/31/1978
Russell 2000 Value TR USD 1.38 -6.24 5.39 12.40 12.61 12/31/1978
Russell Mid Cap Growth TR USD 5.40 13.94 11.10 16.02 11.10 12/31/1985
Russell Mid Cap TR USD 4.13 7.83 8.63 15.16 13.18 12/31/1978
Russell Mid Cap Value TR USD 3.19 3.68 6.72 14.56 11.64 12/31/1985

Data as 0f6/30/2019

Source: Morningstar Direct 2019. Indexes are unmanaged basketsof securitiesthat are not available for direct investment by investors. Index performance doesnot reflect the expensesassociated with the
management of an actual portfolio. Past performanceisnot a guarantee of future results.
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Standardized Performance Data and Disclosures

Average Annual Total Returns (%) 3 Mo 1Yr 5Yr 10 Yr Since Inception
Nominal Major Currencies US Dollar -1.21 1.08 7.45 3.40 0.01 1/2/1973
MSCI World Ex USANR LCL 2.78 2.21 5.68 8.16 5.62 12/31/1969
BBgBarc US Agg Bond TR USD 3.08 7.87 2.95 3.90 7.33 1/1/1976
MSCI World ex USANR USD 3.79 1.29 2.04 6.75 6.58 12/31/1969
MSCI EM NR USD 0.61 1.21 2.49 5.81 9.00 12/29/2000
BBgBarc Gbl Agg Ex USD TR Hdg USD 2.75 7.61 4.43 4.44 6.07 1/31/1990
Russell 3000 TR USD 4.10 8.98 10.19 14.67 11.81 12/31/1978

Data as 0f6/30/2019

Source: Morningstar Direct 2019. Indexes are unmanaged basketsof securitiesthat are not available for direct investment by investors. Index performance doesnot reflect the expensesassociated with the

management of an actual portfolio. Past performanceisnot a guarantee of future results.
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Index Descriptions

S&P 500 Index: The S&P 500® Index is comprised of a broad and diverse group of stocks. Generally, these are the US stocks with the largest market capitalizations
and, as a group, they represent approximately 75%of the total market capitalization of all publicly traded US stocks.

Russell 1000 Value Index: The Russell 1000 Value Index measures the performance of the large- cap value segment of the U.S. equity universe. It includes those
Russell 1000 companies with lower price-to-book ratios and lower expected growth values.

Russell 2000 Index: The Russell 2000 Index measures the performance of the small-cap segment of the U.S. equity universe. The Russell 2000 Index is a subset of
the Russell 3000 Index representing approximately 10% of the total market capitalization of that index. It includes approximately 2000 of the smallest securities
based on a combination of their market cap and current index membership.

Dow Jones U.S. Select REIT Index: The Dow Jones U.S. Select REIT Index is a float- adjusted market capitalization index designed to measure the performance of
publicly traded real estate companies that have a minimum market capitalization of at least $200 million, at least 75%of total revenues derived from ownership and
operation of real estate assets, and liquidity of company stock commensurate with that of other institutionally held real estate securities.

MSCI World Ex USA Value Index (net div.): The MSCI World Ex. U.S. Value Index is composed of companies within the MSCI World Ex. U.S. Index having
characteristics such as low market-to-book ratios. The MSCI World Ex. U.S. Index is an index of securities listed on the stock exchanges of 23 developed market
countries other than the United States.

MSCI World Ex USA Small (net div.): The MSCI World ex USA Small Cap Index captures small cap representation across 22 of 23 Developed Markets (DM) countries*
(excluding the United States). With 2,442 constituents, the index covers approximately 14%of the free float- adjusted market capitalization in each country.

MSCI Emerging Markets Value Index (net div): The Morgan Stanley Capital International (MSCI) Emerging Markets Value Index is a market capitalization weighted
equity index comprised of companies within the MSCI Emerging Markets Index having value characteristics, such as low market-to-book ratios.

Citi WGBI 1-5Yr Hdg USD: The Citigroup World Government Bond Index 1-5 Year Currency Hedged U.S. Dollar is a comprehensive measure of the total return
performance of the government bond markets of approximately 22 countries with maturities ranging from one to five years. It is hedged to the U.S. Dollar.

BofA ML Corp & Govt 1-3 Yr TR: The Bank of America Merrill Lynch 1- 3 Year U.S. Government/Corporate Index is a subset of the Bank of America Merrill Lynch U.S.
Government/Corporate Index and tracks the performance of investment-grade U.S. government and corporate fixed income securities with a remaining term to
final maturity of less than 3 years.

Indexes are unmanaged and reflect reinvested dividends and/or distributions, but does not reflect sales charges, commissions, expenses or taxes.
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Index Descriptions

MSCI North America NRUSD: The MSCI North America Index is designed to measure the performance of the large and mid cap segments of the USand Canada
markets. With 721 constituents, the index covers approximately 85%of the free float- adjusted market capitalization in the USand Canada.

MSCI EM Latin America NRUSD: The MSCI Emerging Markets (EM) Latin America Index captureslarge and mid cap representation across 5 Emerging Markets (EM)
countriesin Latin America. With 115 constituents, the index covers approximately 85% of the free float- adjusted market capitalization in each country.

MSCI Europe&Middle East NR USD: The MSCI Emerging Markets Europe and Middle East Index captureslarge and mid cap representation across 8 Emerging
Markets (EM) countriesin Europe and Middle East*. With 104 constituents, the index covers approximately 85%of the free float- adjusted market
capitalization across the Emerging Markets equity universe in Europe and the Middle East

The MSCI AC Asia Index captures large and mid cap representation across Developed Markets countries and Emerging Markets countries in Asia*. With 946
constituents, the index covers approximately 85%of the free float- adjusted market capitalization in each country.

Russell 1000 TR USD: The Russell 1000 Index measures the performance of the large- cap value segment of the U.S. equity universe.

Russell 1000 Growth TRUSD: The Russell 1000 Growth Index measures the performance of the large- cap value segment of the U.S. equity universe. It includes
those Russell 1000 companies with higher price-to-book ratios and higher expected growth values.

Russell Mid Cap Value TRUSD: The Russell Mid Cap Value Index measures the performance of the mid- cap value segment of the U.S. equity universe. It includes
those companies with lower price-to-book ratios and lower expected growth values.

Russell Mid Cap TR USD: The Russell Mid Cap Value Index measures the performance of the mid-cap segment of the U.S. equity universe.

Russell Mid Cap Growth TR USD: The Russell Mid Cap Value Index measures the performance of the mid-cap growth segment of the U.S. equity universe. It
includes those companies with higher price-to-book ratios and higher expected growth values.

Russell 2000 Value TR USD: The Russell 2000 Value Index measures the performance of the large- cap value segment of the U.S. equity universe. It includes those
Russell 2000 companies with lower price-to-book ratios and lower expected growth values.

Russell 2000 Growth TRUSD: The Russell 2000 Growth Index measures the performance of the large-cap value segment of the U.S. equity universe. It includes
those Russell 2000 companies with higher price-to-book ratios and higher expected growth values.

Nominal Major Currencies US Dollar Index: The major currenciesindex is a weighted average of the foreign exchange values of the U.S. dollar against a subset of
currenciesin the broad index that circulate widely outside the country of issue. The weights are derived from those in the broad index.

Indexes are unmanaged and reflect reinvested dividends and/or distributions, but does not reflect sales charges, commissions, expenses or taxes.
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Index Descriptions

MSCI World Ex USA Large Value NRUSD: The MSCI World ex USA Value Index captureslarge and mid cap securities exhibiting overall value style characteristics
across 22 of 23 Developed Markets countries. The value investment style characteristics for index construction are defined using three variables: book value to
price, 12-month forward earningsto price and dividend yield.

MSCI World Ex USA Large NRUSD: The MSCI World ex USA Large Cap Index captures large cap representation across 22 of 23 Developed Markets (DM) countries
excluding the US. With 440 constituents, the index covers approximately 70% of the free float- adjusted market capitalization in each country.

MSCI World Ex USA Large Growth NRUSD: The MSCI ACWI ex USA Large Cap Growth Index captures large-cap securities exhibiting overall growth style
characteristics across 22 Developed Markets (DM) countries and 23 Emerging Markets (EM) countries. The growth investment style characteristics for index
construction are defined using five variables: long-term forward EPS growth rate, short-term forward EPS growth rate, current internal growth rate and long-term
historical EPS growth trend and long-term historical sales per share growth trend.

MSCI World Ex USA Mid Value NRUSD: The MSCI World ex USA Mid Value Index captures mid cap value representation across 22 of 23 Developed Markets
(DM) countries (excluding the United States).

MSCI World Ex USA Mid NR USD: The MSCI World ex USA Mid Value Index captures mid cap representation across 22 of 23 Developed Markets (DM) countries
(excluding the United States).

MSCI World Ex USA Mid Growth NR USD: The MSCI World ex USA Mid Value Index captures mid cap growth representation across 22 of 23 Developed Markets
(DM) countries (excluding the United States).

MSCI World Ex USA Small Value NRUSD: The MSCI World ex USA Small Cap Value Index captures small cap value representation across 22 of 23 Developed
Markets (DM) countries (excluding the United States).

MSCI World Ex USA Small Growth NR USD: The MSCI World ex USA Small Cap Growth Index captures small cap growth representation across 22 of 23 Developed
Markets (DM) countries (excluding the United States).

BofAML 3M US Treasury Note TR USD: The 3-month US Treasury Note Index is comprised of a single issue purchased at the beginning of the month and held for a
full month. At the end of the month, that issue is sold and rolled into a newly selected issue.

The Cboe Volatility Index® (VIX® Index®) is a key measure of market expectations of near-term volatility conveyed by S&P 500 stock index option prices. Since its
introduction in 1993, the VIXIndex has been considered by many to be the world's premier barometer of investor sentiment and market volatility.

Indexes are unmanaged and reflect reinvested dividends and/or distributions, but does not reflect sales charges, commissions, expenses or taxes.



(© 2019 Loring Ward. Wherethe views expressed represent the opinions of Loring Ward, they are subject to change and are not intended asaforecast or guarantee of future results. Sated information is
provided for informational purposesonly, and should not be perceived asinvestment advice or arecommendation for any security. It isderived from proprietary and non-proprietary sourceswhich have
not been independently verified for accuracy or completeness. While Loring Ward believesthe information to be accurate and reliable, we do not claim or have responsiility for its completeness,
accuracy, or reliability. Loring Ward isnot responsible for the accuracy and reliability of content provided by any third-parties.
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