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It's Déja Vu All Over Again

While there is no clear evidence that Yogi Berra was Chart 1 - Good Times Roll On
the first to use this phrase, there is plenty of evidence
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times. The S&P 500, which tends to be the primary
barometer of performance for the US stock market,
finished the month of July with a +2.3% gain.The

NASDAQ composite represents larger, growth-oriented
3.00%

companies and it finished with a positive return of
+1.2% as well. Bonds also got in on the act finishing M
the month with a positive +1.1% gain, due to declining /<\*/\V///’\/\
interest rates. The only fly in the ointment during \/ 0:00%

the month seemed to come from smaller stocks as

the Russell 2000 index finished with a loss of -3.7%.

(See Chart 1) We believe the weight of the evidence 3.00%
continues to suggest higher prices ahead, but we have ) -3.65% |
learned over the last 25 years that now is also an ideal

time to stay alert and have a plan for multiple scenarios. 00%

STRONG MARKET SUPPORT

The stock market had a brief pullback in mid-July that /) ADVISOR
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lasted about five days. The S&P 500 and NASDAQ
Composite each declined around -2.5% within days of
reaching all-time highs. The apparent motivation for the sell-off was a combination of a higher-than-expected Producer Price Index report and the rapid increase of
the Delta Variant in the US. These fears were short-lived, however, as the market found support at its 50-day moving average and reached new all-time highs within
the next week or so. You can see on Chart 2 that the 50-day moving average (blue line) has provided reliable support throughout 2021. Please don't get caught up
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June nonfarm payroll rose by 850,000
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10-YEAR TREASURY YIELD 1.24% people remained unemployed.
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e Producer Price Index increase

GDP 6.50% ' 1.0% in June compared to
PPI 7.31% Year-Over-Year expectations for a 0.5% increase.
CPI 5.39% Year-Over-Year
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in the technical jargon of “50 day o

$SPX - S&P 500 Large Cap Index 4,414.65 A
moving average."Wejust want CRAIA A 0:4,406.86 H:4,422.18 L:4,406.86 +19.39 (+0.44%)
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you to know that it has been MAGOD) 420833 UDT +ﬂ] i-é

an important clue and we are
carefully watching for the moment
when it no longer provides

support.
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Due to the large number of

questions that we receive around
interest rates and bonds, we

thought it would be helpful to

review some basic principles for

pricing bonds. The most basic
relationship to understand is

that if interest rates go up, prices

of existing bonds go down. For
example, if | own a bond that pays

2% and rates rise to 3%, people

will pay me less for my bond T o
because it pays them less. Using

the same concept: if interest rates

go down, prices of existing bonds go up.
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The second concept that is important to understand is duration. This is a fancy term used by bond investors, but it basically relates to the number of years an
investor will get paid from a bond. The important piece of this is to remember that duration refers to length of time. Without diving into the math, it is important
to know that longer duration bonds will experience bigger price moves than lower duration bonds. (Do you see where we are going with this?)

We now know that bond prices move opposite of interest rates and longer duration bonds are the most sensitive to those changes. We can use that information
to help us position our bond portfolio to align with our outlook on interest rates. If we think interest rates are going down (and bond prices up), we want to own
longer duration bonds so that we get the biggest price increase. If we think interest rates are going up (and bond prices down), then we want to own shorter
duration bonds that are less sensitive to interest rates. This is a simple example of the math and logic we use to align our bond portfolio with our outlook for
interest rates. Since we believe interest rates are not likely to move considerably lower, we took steps earlier in the year to shorten the duration of our bond
portfolio.

Thank you for your trust and support. Stay focused on your long-term objectives.

INDEX 3mo 1yr 3yr 5yr
S&P 500 5.50% 37.51% 18.35% 17.35%
MSCI EAFE 3.00% 29.04% 8.06% 9.87%
BAR AGG BOND 2.16% -0.65% 5.76% 3.13%
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