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Disclosures

This market update is solely for informational purposes. Investment strategies are subject to risks, including
possible loss of principal. Investments may be volatile and past performance does not guarantee future
performance. Different types of investments involve varying degrees of risk. Therefore, it should not be assumed
that future performance of any specific investment or investment strategy (including the investments and/or
investment strategies recommended or undertaken by Fiduciary Financial Group) will be profitable or equal the
corresponding indicated performance level(s).

» Investment advisory services offered through Fiduciary Financial Group LLC, an SEC Registered Investment
Advisor, to clients who have signed an investment advisory agreement. Advisory services are only offered to
clients or prospective clients where our firm and its representatives are properly licensed or exempt from
licensure. No advice may be rendered by Fiduciary Financial Group unless a client service agreement is in
place.

» Tax preparation, tax planning, and tax advisory services offered through Cooper & Vogelheim LLP, an
affiliated entity. These services are only provided to clients who sign a separate tax engagement letter.

» Legal advice provided to California clients only via FFG Law, a Professional Corporation, an affiliated law
practice only after signing a legal engagement letter. Thomas Vogelheim is a California licensed attorney who
practices estate planning through this separate entity.

* Richard Davey is a licensed real estate agent in the state of Idaho. They may offer clients services from this
separate business. As real estate agents, they may receive separate yet typical compensation for these services
which will be disclosed in detail if they are ever to arise.
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Q2’2022 Market Review
* Review of Worldwide Index Returns for Q2’2022 and Full Year 2021

FFG Outlook
» Recessions, Bear Markets, and Market Bottoms

«  Stocks

Leading economic indicators
Bear market bottom timing vs. recession announcements

US Stock valuations have come down from all-time highs in late 2021 but are still above average based on historical measures such as price-to-earnings
and price-to-sales ratios. Such high valuations were justified for much of the last decade due to zero-interest-rate-policy (aka “ZIRP”) but now that yields
on short-term treasuries are more aligned with historical norms, high stock valuations may be less defendable.

However, US Stock prices still look expensive relative to foreign equities and in the face of higher “safe” returns that can now be earned in treasuries.
Value stocks, both US and foreign, have outperformed growth stocks in 2022 and relative valuations indicate still more opportunity in value stocks.
Foreign stocks offer an attractive entry point for long-term investors who can absorb near-term volatility caused by rolling lock-downs in China and war-
related economic pressures in Europe.

The length & severity of US stock market outperformance cycles are unpredictable. Banking on another 15 years of US stock market dominance (as we
have seen since 2008) via outsized allocations to US stocks (vs. foreign stocks) exposes investors to periods of low-to-no returns in their equity portfolios.
Many major institutions we track concur with this 10-year view that US stock indexes will trail foreign stock indexes.

«  Bonds & Cash

Those investors who haven’t already purchased them, should investigate Treasury T Bonds which now yield 9.62% through October 2022 with cash that
can be locked up for 12+ months (max $10k/person/calendar year). Need to open account with Treasury Direct to purchase these bonds.

On the short end of the maturity spectrum, 6 month to 2-year treasury bonds now appear more attractive than high yield savings accounts and CDs.
Taking on interest rate risk with longer-term bonds still doesn’t look justified given the current shape of the yield curve.

Junk bonds are starting to offer meaningful incremental yield relative to investment grade bonds & may have a place in some aggressive portfolios.

* Real Estate

Negative Leverage (cap rates vs. borrowing rates) presents a new & very real risk for real estate investors.
Inventory is on the rise, but still lower than of pre-pandemic levels.

*  The Crypto Crash

While hyper volatile, we believe we are in the early innings of a new era of Decentralized Finance that will eventually lead to a recovery in major
cryptocurrencies such as Bitcoin and Ethereum. Small allocations here may be justified for more aggressive investors.

« Budgeting / Saving / Financial Planning

While more difficult due to inflation, this is precisely the time for accumulators (working age, 25-65 years old) to re-examine budgets to curtail spending
and boost savings into stocks and bonds where opportunities are now FAR more attractive than at year-end 2021.
Retirees should consider cutting discretionary spending as well to allow more funds to be retained in stocks and bonds that have experienced losses in 2022.


https://www.bankrate.com/investing/what-is-decentralized-finance-defi-crypto/#:~:text=DeFi%20%E2%80%94%20short%20for%20decentralized%20finance,such%20as%20banks%20or%20brokers.

Conclusions (placed in front for those who would rather skip the details) @

We continue to favor Value stocks vs Growth stocks in the US and abroad. We are starting to add to overall equity exposure
(where appropriate) when there are funds sitting in cash or bonds that can be invested with a 5-7 year time-horizon.

Recession fears are clearly warranted, but it’s very difficult for us to justify selling stocks in this market unless the funds in
question are needed in the near term, which we define as less than 5 years away. This is because recession announcements are
frequently made AFTER equity markets are near or past their interim bottoms.

US stocks have become much more attractive based on price-to-earnings and other valuation measures. Foreign stocks, in
aggregate, look less expensive but could face significant near-term volatility due to China lockdowns and the Ukraine War. For
long-term investors, this shouldn’t be a deterrent to enter the foreign stock market.

Some bond investments make sense now and lazy cash should be put to work when appropriate in short-term treasuries and |-
Bonds. Junk bonds yields nearing 9% are starting to present the case where the incremental risk may be worth taking on for
certain aggressive oriented investors. At 5-7% yields that we saw for much of the last decade, we felt high yield bond
investments weren’t worth the default risk. Having said this, the higher yields in junk bonds indicate increased recession risk
(and therefore default) risk) among less creditworthy companies.

Direct real estate investing is going to be a tough game over the next year as yields in quality assets (multi-family, industrial) are
lagging the debt service costs associated with buying those properties (negative leverage). This tends to indicate most of the real
estate appreciation in this cycle is behind us. Some public REITS are starting to look attractive as the global REIT index has now
declined over 20% and history shows public REITs often lead price declines and increases of actual real estate property value
trends. We anticipate that most PRIVATE REIT valuations will decline during the remainder of 2022 following public REIT
price declines. We are very weary of highly leveraged real estate investments, particularly in places with weaker / more cyclical
job markets that have seen outsized appreciation since the pandemic (Boise, included).

We don’t think crypto is dead given the growing institutional adoption of Bitcoin, Ethereum, and more broadly
blockchain/decentralized finance. Having said that, the road ahead will likely be VERY bumpy, as it has since the early years of
Bitcoin’s existence (we have seen several 50%+ price declines over the last 10 years, with new highs being made each time).

Cut spending and save as much as possible! Great fortunes can be made investing during times of fear / recessions as asset prices
decline and expected returns increase!



Benchmark Index Returns

| June 30th, 2022 YTD Returns and 2021 Full Calendar Year Returns

Category Ticker Description 2022 2021 Category | Ticker Description 2022 2021
SPY S&P 500 -20.0% | 28.6% Benchmark AOR | Growth (~60-70% Stocks) -15.8% | 11.1%

DIA Dow Jones -14.5% | 20.8% Funds AOM | Moderate (~40-50% Stocks) -14.0% 6.9%

IWM Small Cap Stocks -23.5% | 14.6% AOK | Conservative (~25-35% Stocks) -13.2% 4.8%

IWF Russell 1000 Large Growth -28.1% | 27.4% XLY | Consumer Discretionary -32.5% | 27.9%
IWD Russell 1000 Large Value -13.0% | 24.9% XLP Consumer Staples -5.3% 17.1%
Major World Stock EFG EAFE Growth (INT'L Growth) -26.5% | 11.0% XLE | Energy 31.6% | 53.3%
Indices EFV EAFE Value (INT'L Value) -11.5% | 10.8% XLF Financial -18.7% | 34.8%
IEV European 350 -19.8% | 16.3% Inlc:LSJ:t\ry XLV | Healthcare -8.4% 25.9%
EWJ Japanese Stocks -20.5% 1.6% Stock XLI Industrial -16.8% | 21.0%
MCHI Chinese Stocks -10.8% | -22.4% Sectors XLB | Materials -17.9% | 27.5%
INDA Indian Stocks -14.0% | 22.4% RWR | Real Estate Inv Trusts -21.2% | 45.5%
EEM Emerging Market Stocks -17.4% | -3.7% XTL | Telecommunications -23.1% | 21.4%
GOVT US FED Gov't Bonds -9.1% -2.5% XLK | Technology -26.5% | 34.6%
TFI US State/Local (Muni) Gov't Bonds -10.7% 0.4% XLU | Utilities -0.6% 17.6%
Bonds Indices LQD US High Credit Rating Corp Bonds -16.3% | -1.6% Tangibles | DBC | Broad Commodities Index 28.4% 41.4%
JNK US Low Credit Rating Corp Bonds -14.9% 4.3% N/A US Crude Oil (Futures) 40.6% 56.5%

IAGG International Bonds -8.4% -1.8% GLD | Gold Bullion -0.4% -4.1%

Data as of market close - 06/30/2022 - pulled from morningstar.com >> performance by ticker symbol >> net asset value (NAV) total return %
*Rounded to one decimal place

+ Stocks: The US Total Stock Market Index has underperformed the All-INTL Stock index by ~5% YTD, lead sharply lower by growth stocks which generally
comprise a larger % of US vs. Foreign indexes. Chinese stocks continue to decline, but much more of the damage was already priced in here during late 2021.
The one bright spot in equity returns was seen in traditional energy companies as crude oil prices rose ~41% from the start of the year. This was a huge boon
for oil company corporate profits but was an indirect “consumption tax” for Americans who now see a $4.80/gallon average price at the pump. The average
American pays $56/mo for every $1 increase in gas prices. (https://www.kbb.com/car-advice/rising-gas-prices-cost-by-car-type/)

» Bonds: Bond yields have risen sharply on the front / short-end of the yield curve. 1-year treasuries now pay ~2.9% on a state income-tax free basis up from
just 0.39% as of 1/1/2022. Mortgage rates have increased from an average of 3.1% as Dec’2021 to 5.25% as of 6/30/2022. The Barclays Agg Bond Index
decline at the halfway point in 2022 was ~10%. If bonds finish the year here (down 10%), it will be double the next worse calendar year for bonds since 1976.

+ Allocation Funds: The largest asset manager in the world, BlackRock, saw even their most conservative “diversified/allocation fund” lose >13% as of
6/30/2022 stemming from index fund stock weightings favoring growth stocks, and bond fund maturities exceeding 7 years. Both factors
significantly/negatively impacted performance as growth stocks and long bonds tend to be inversely correlated to higher interest rates.


https://www.kbb.com/car-advice/rising-gas-prices-cost-by-car-type/

Recessions, Bear Markets, and Market Bottoms @

Definitions:
» Recession: A period of temporary economic decline during which trade and industrial
activity are reduced, generally identified by a fall in GDP in two successive quarters.

« Bear Market: When prices in a market decline by 20% from recent highs.
* Markets in “bear territory” in 2022 include:
« Nasdag 100 Stock Index
« S&P 500 Stock Index
» FTSE All-World Ex USA Stock Index
« Dow Jones Select Global Real Estate Securities Index
« Silver
« Bitcoin / Ethereum
« (and many others asset classes)




Recessions, Bear Markets, and Market Bottoms Faeary
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Are We In A Recession?

«  Answer: We are not officially in a recession but according to a study by the Conference Board Business Research Group, 15% of 750
CEOs surveyed in Q2’2022 felt that a recession was already here, 43% believed it would occur by year-end 2022, with another 18%
expecting recession by 2023.

*  Why? Money supply is tightening, wage growth is stagnating, and credit spreads are widening. In other words, lenders are charging more
interest for lower credit quality borrowers due to the expectation of higher default rates coming soon.

Recession Risk

U.S. Recession Risk Indicators

June 15, 2022 May 31, 2022 April 30, 2022 March 31, 2022
Housing Permits * * * *
Job Sentiment * T * *
5
£
2 Jobless Claims 3 * T *
8
Retail Sales 3 * : 5 *
Wage Growth x x > x
Commodities *
P ISM New Orders * L * *
2=
@ < Profit Margins * * * *
Truck Shipments * * * *
Credit Spreads X *
.75
< Money Supply
£
Yield Curve * * * *
Overall Signal * * * *

Saul, Derek. “Most CEOS Expect a Recession in next Year, Survey Says.” Forbes, Forbes Magazine, 20 June 2022,
https://www.forbes.com/sites/dereksaul/2022/06/17/most-ceos-expect-a-recession-in-next-year-survey-says/?sh=69a73cd05910.

Franklintempleton.com, https://www.franklintempleton.com/insights/anatomy-of-a-recession.
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If We Are Likely Hitting A Recession, Should We Sell Our Stocks?

ANSwer: “Because recessions are proclaimed with a delay, rather than in real time, markets are often on the way toward
a recovery by the time of the announcement. As shown in Exhibit 1, the stock market had already bottomed out prior to the
announcement month in two-thirds of recessions since 1980. In 2020’s recession, for example, the market’s low point
came in March, three months before the announcement in June 2020. The takeaway for investors? If and when a recession
is declared, we think the most sensible approach is to remain disciplined with one’s asset allocation; reducing exposure to
stocks at that point may lead to missing out on brighter days ahead.” — Wes Cril, PhD Dimensional Fund Advisors

Exhibit 1

Months from

Announcement

Peak Month Announcement Month US Market Low Month to Market Low
Jan-80 Jun-80 Mar-80 -3
Jul-81 Jan-82 Jul-82 b
Jul-90 Apr-91 Oct-90 -6
Mar-01 Nov-01 Sep-01 -2
Dec-07 Dec-08 Feb-09 2
Feb-20 Jun-20 Mar-20 -3

Crill, Wes. “Are We Headed for a Recession?” Dimensional Fund Advisors, 17 June 2022, https://my.dimensional.com/are-we-headed-for-a-recession.



Stocks
US Stock Valuations Are Coming Back Down To Earth

&

US stocks entered 2022 outrageously priced by almost all respected measures (price-to-sales, price-to-earnings, price-to-
book value, CAPE, etc.). Out-of-control inflation has spurred real conviction by the FED (and other central banks) to
increase interest rates, and as a result, stock prices have fallen when measured by what investors pay as a multiple of
profits (price-to-earnings ratio). Looking at forward (estimated) 12 months’ earnings (Chart 2 below), some segments of
the US stock market now actually trade below the 20-year average but we place less stock in “forward” earnings estimates

as compared to trailing (actual) earnings when assessing stock market valuations.

Index | | Price-to-Earnings Ratio | | Dividend Yield |
7/1/2022 7/1/2021 % Change 7/1/2022 7/1/2021 % Change

Nasdaqg 100 Index 24.65 37.95 -35.05% 0.95% 0.68% 39.71%
S&P 500 Index 20.62 37.48 -44.98% 1.71% 1.35% 26.67%

Current P/E as % of 20-year avg. PE
Value Blend Growth

[l ]
2 94.0% 103.1% 114.9%
9
=
S 86.3% 87.7% 08.2%
£ 80.2% 80.0% 64.8%
w

“P/E & Yields.” The Wall Street Journal, Dow Jones & Company, 1 July 2022, https://www.wsj.com/market-data/stocks/peyields.

Kelly, David P. “Mi Guide to the Markets - J.P. Morgan Asset Management.” Guide to the Markets, JP Morgan, 2 July 2022,
https://am.jpmorgan.com/content/dam/jpm-am-aem/global/en/insights/market-insights/guide-to-the-markets/mi-guide-to-the-markets-us.pdf.



Stocks
Fear & Greed Index

What emotion is driving the market now?

Learn more about the index

NEU T RAL Previous close
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1 weex ago
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e ° &
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24

31

32

EDT

The S&P 500 trades well below its 125-day moving average. Far more stocks are doing poorly vs well. Safe haven
(treasury) bond demand is high as junk bond demand (low credit rated companies) is very low. All these point toward
a market where investors are exceedingly pessimistic. While most of these “gauges” are short-term measures, they
have shown some predictive value in the timing of short-term market tops/bottoms. If you are considering whether to
put large sums of money in the market or “average in” over time, in general, during periods of extreme fear, we tend
to advocate for more aggressive deposit schemes as opposed to slower dollar cost averaging strategies.

“Fear and Greed Index - Investor Sentiment.” CNN, Cable News Network, 8 July 2022, https://www.cnn.com/markets/fear-and-greed.

10



Stocks

Fiduciary

Foreign Equities Still Look Cheap Relative to US Stocks

International: Price-to-earnings discount vs. U.S.
MSCI AC World ex-U.S. vs. S&P 500 Indices, next 12 months

10%
20 yr. avg. PPE Current P/E
ratio ratio
5% S&P 500 15.5x 15.9x
ACW ex-U.S. 13.2x 1M.7x
Do.'"o T T T T 1
9% +1 Std. dev: -7.1%
-10%
Average: -14.8%
_1 50}1‘0 A 4R N 4N =
-20%
° -1 Std. dev: -22.5%
- {+}
29% Jun. 30,2022
-26.7%
-2 Std. dev.: -30.2%
S30% e -
-35%
-3 Std. dev.: -38.0%
-40%

‘02 '04 ‘06 ‘08 "10 "2 14 "16 "18 20 ‘22

Source: FactSet, MSCI, Standard & Poor's, JP. Morgan Asset Management.
Guide tothe Markets - ULS. Data are as of June 30, 2022,

Financial
Group
International: Difference in dividend yields vs. U.S.
MSCIAC World ex-U.S. minus S&P 500 Indices, next 12 months
2.0%
1.8%
Jun. 30, 2022:
+2 Std. dev: 1.6% 18%
15%------ r - - 4 T O A - s - . .-
+1 Std. dev.: 1.4%
Average: 1.2%
1.2%
1.0%
1 Std. dev.: 0.9%
0.8%
0.6%
0.4%
0.2%

‘02

‘04 '06 '08 10 12 "14 "6 "18 20 "2

Kelly, David P. “Mi Guide to the Markets - J.P. Morgan Asset Management.” Guide to the Markets, JP Morgan, 2 July 2022,
https://am.jpmorgan.com/content/dam/jpm-am-aem/global/en/insights/market-insights/guide-to-the-markets/mi-guide-to-the-markets-us.pdf.

11
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US vs. International Stock Market Outperformance — Past Regime Changes
We advise against trying to time these regime changes and are weary when we see client
portfolios too biased to home-country companies.

MSCI EAFE and MSCI USA relative performance

U.S. dollar, total retum, cumulative outperformance®

400%
374%
(6.1 years) - - - -
350% Regime change determined when there is sustained outperformance
W U.S. outperformance of one region over the other for a cumulative 12 months.
i B EAFE outperformance
300%
250%
220%
(6.2 years)
200%
150%
99%
100% 80% 89% (4.2 years)
(2.5 years) (2.0 years) 64%
(7.3 years)
28%
o
0% (3.3 years)
0%
-50%
1 76 81 ‘86 91 96 '01 '06 "1 16 21

Source: FactSet, MSCI, J.P. Morgan Asset Management. *Cycles of outperformance include a qualitative component ta determine turning pointsin
leadership.

Kelly, David P. “Mi Guide to the Markets - J.P. Morgan Asset Management.” Guide to the Markets, JP Morgan, 2 July 2022,

https://am.jpmorgan.com/content/dam/jpm-am-aem/global/en/insights/market-insights/guide-to-the-markets/mi-guide-to-the-markets-us.pdf. 1



Stocks @

Forward Outlooks of Many (but far from all) Major Management Institutions Reflect
More Favorable Return Views in Foreign Stocks vs. US Stocks

Projecting INTL

Institution Outperformance? Resource
BlackRock Yes Link to Company Article
Vanguard Yes Link to Company Article

JP Morgan Chase Yes Link to Company Article

13


https://www.blackrock.com/institutions/en-us/insights/charts/capital-market-assumptions
https://advisors.vanguard.com/insights/article/marketperspectivesmay2022
https://am.jpmorgan.com/us/en/asset-management/institutional/insights/portfolio-insights/ltcma/executive-summary/

Bonds & Cash @

I-Bonds

Do you have spare cash sitting around earning nothing?

» We are reminding you to investigate allocating money into I-Bonds

Limited to up to $10,000 per person, per calendar year

The current interest rate is 9.62% (through October 2022 at which time it will reset based on CPI)

There is a 12-month lockup

If redeemed within five-years, you will forfeit most recent three-months of interest.

To purchase these, you must create an account online with Treasury Direct. These bonds are NOT available
for purchase through a traditional brokerage account.

* https://www.treasurydirect.gov/go to login.htm

14


https://www.treasurydirect.gov/go_to_login.htm

Bonds & Cash @

Short-Term Treasury Bonds (6 month — 2 years) vs. CDs For
Near-Term Cash Needs

« For the first time in years, there appears to be a distinct advantage to owning short-term treasury bonds in lieu of
high yield savings accounts and CDs for money that isn’t needed BEFORE the treasury bonds’ maturity. This is
especially attractive for high income taxpayers in high state income tax jurisdictions as treasury bond interest is
received state income tax free.

* Current High Yield Savings Accounts range from 1.10% - 1.40%
* 12 Month CD’s — 1.75-1.90%
« Treasury Yields as of 7/6/2022 (day of this writing)

|3 monthi6 monthi9 monthil yeari2 year|3 year|5 year|10 year|20 year|30 year

I 1.90% | 2.55% | 2.81% |2.99%|3.02% |3.03% 3.02% | 2.93% | 3.44% | 3.13%

“8 Best High-Yield Online Savings Accounts of July 2022.” NerdWallet, https://www.nerdwallet.com/best/banking/high-yield-online-savings-accounts.

“Compare Top CD Rates.” https://www.nerdwallet.com/rates/banking/cd-accounts

15
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Two Year Yields Exceed 10 Year Yields
The Take-away: Very Little incentive to Tie-up Money in Bonds Long-Term

US Treasuries Yield Curve

An app for exploring historical interest rates

< |7/6/2022 > &

I |nterest Rate
35
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15

1.0
™ 3M &M 1Y 2Y 3Y 5Y Y 10y 20Y 30y

“US Treasury Yield Curve.” US Treasury Yield Curve, https://www.ustreasuryyieldcurve.com/.
16



Bonds & Cash @

High Yield (aka Junk) Bonds

The risk may finally be worth it... at least to some degree. FFG has been hesitant to add exposure to high yield bonds
for several years as the overall yield earned in these bonds has generally been below 7% for much of the last decade.
To us, these income levels didn’t justify absorbing the default risk of these less creditworthy companies. As return
outlooks in stocks remain very low (low-to-mid single digits) across major asset managers, the current yield in the
BofA US High Yield Bond Index at 8.84% has caught our attention. Having said this, the higher yield is likely a
result of increased default risk that is natural during recessionary periods. Taking all of this into account, we are
shifting our outlook in this asset class from an “avoid” rating to “neutral”. We would still shy away from longer
duration bonds in this space but view their inclusion in client portfolios as now being worth consideration,
particularly for more risk-tolerant investors.

FRED .~/ — iceBofaUs High Yield Index Effective Yield

Percent

[0}

M P

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

“Ice BofA Us High Yield Index Effective Yield.” FRED, 6 July 2022, https://fred.stlouisfed.org/seriessBAMLHOAOHYM2EY.

17
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Real Estate

Negative Leverage presents a strong case for near-term price declines in residential properties
Negative Leverage Defined: When the cap rate (annual rental income / fair market value of property) on a property
IS less than the cost of borrowing to purchase the property.

U.S. Multifamily Cap Rate Trends If a residential real estate investor can only

earn 4.59% income on their capital in real

Quarterly Average 2019 02 — estate, and they must borrow at 5.29%, the
gevlen Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 prospects for that real estate purchase are
Midwest 684 672 670 692 695 645 640 629 596 565 generally poor and as a result, the willingness
Mountain 552 555 546 560 541 507 530 502 465 446 of the purchaser to buy at current prices may
Northeast 583 577 58 598 590 558 561 541 519 decline. This is oversimplified in many ways
Pacific West 468 450 446 454 458 446 437 425 414 but illustrates a new dynamic for real estate
South Central 635 627 627 647 608 b79 577 560 543 investors who, until recently were able to
Southeast 560 562 555 571 552 521 536 494 459 borrow at a rate that was lower than the

Nation 557 546 548 551 544 527 527 505 481 income earned on the properties being

Change -0 002 003 -007 -017 000 -022 -0.24

purchased.
30-year mortgage rates chart

Adjust the graph below to see 30-year mortgage rate trends tailored to your loan program, credit score, down payment and Igcation.

LOAN PROGRAMS
@ 30 year fixed
@ 20 year fixed
@ 15 year fixed
@ 10 year fixed
@ 7-year ARM
@ 5-year ARM

@ 3-year ARM

Loan purpose

Purchase

Credit rating

740 or higher

Percent down

20% or higher

Location

United States

417122 512222 TiBi22

“U.S. Multifamily Cap Rate Report: Q4 2021.” CBREUS, https://www.cbre.us/real-estate-services/directory/valuation-and-advisory-services/valuation-
cap-rate-reports/articles/us-multifamily-cap-rate-report.

“See Today's Mortgage Rates on Zillow.” Zillow, https://www.zillow.com/mortgage-rates/30-year-fixed/. 18



Real Estate

Inventory is on the rise but still well below pre-pandemic levels with affordability at the lowest

level in the last 5 years. We anticipate inventory to continue increasing as higher mortgages rates,

weaker economic health nationwide, and higher inflation in non-housing areas (food, energy;,
transport, etc.) reduce purchaser power for new home buyers.

FRED o — Housing Inventory: Active Listing Count in the United States
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“Housing
Inventory:
Active
Listing
Count in the
United
States.”
FRED, 30
June 2022,
https://fred.s
tlouisfed.org/
series/ACTL
ISCOUUS.

“Housing
Affordability
” FRED, 30
June 2022,
https://fred.s
tlouisfed.org/
series/FIXH
Al
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CrVDtO Fiduciqry
In h|nd3|ght there was a massive bubble that peaked in late 2021 in cryptocurrency as we saw the price E':'oau";'a'
of bitcoin increase over 800% and Ethereum increase over 2,000% from pre-pandemic levels. Since

these highs, prices in both assets have dropped over 70% scaring many investors out of the space.

Having said that, we believe institutional adoption of cryptocurrency will persist, and we feel long-term,

Bitcoin and Ethereum will recover and make new highs as they have from several past 50%-+ declines

over the last 12 years. The merits of exposure for our investors are case by case, but generally we see a

1-2% allocation (of total investment assets) as being positive, particularly for aggressive-oriented

investors with a long time-horizon.
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Comparison of BTC-USD & ETH-USD Performance https://finance.yahoo.com/
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Budgeting / Saving / Financial Planning
Things to remember

 Fortunes are made investing near market bottoms not near all-time highs
* Be greedy when others are fearful, and fearful when others are greedy

» Work with us on tax loss harvesting opportunities while taxable account portfolios have
assets in loss positions

* Build a crisis budget. Could you support yourself and your family in the event of a 6-12-
month period of job loss or disability?

« Can discretionary spending be cut with excess cash flow being redirected in the following

order (these are general guidelines, ask us for specific advice here)
» Satisfy cash reserves
» Ensure 401k savings are sufficient to receive full match from employer (if applicable)
 Pay off high interest rate debt and floating rate debt like credit cards, home equity lines, personal loans, etc.
* Fund ROTH IRAs if your income level makes you eligible
* Invest additional savings in stocks via brokerage accounts (assuming your mortgages rate is below 3%) or into
accelerated mortgage payments (if mortgage rate is higher)



Conclusions (Restated) @

We continue to favor Value stocks vs Growth stocks in the US and abroad are we are starting to discuss adding to overall equity
exposure (where appropriate) in client meetings when there are funds sitting in cash or bonds that can be invested with a 5-7 year
time-horizon.

Recession fears are clearly warranted, but it’s very difficult for us to justify selling stocks in this market unless the funds in
question are needed in the near term, which we define as less than 5 years away. This is because recession announcements are
frequently made AFTER markets are near or past their interim bottoms which tend to be the least appropriate time to sell stocks.

US stocks have become much more attractive based on price-to-earnings valuations. Foreign stocks, in aggregate, look cheap but
could face significant near-term volatility due to China lockdowns and the Ukraine War. For long-term investors, this shouldn’t
be a deterrent to enter the foreign stock market.

Some bond investments make sense now and lazy cash should be put to work when appropriate in short-term treasuries and |-
Bonds. Junk bonds yields nearing 9% are starting to present the case where the incremental risk may be worth taking on for
certain aggressive oriented investors. At 5-7% yields that we saw for much of the last decade, we felt high yield bond
investments weren’t worth the default risk. Having said this, the higher yields in junk bonds indicate increased recession (and
therefore default risk) among less creditworthy companies.

Direct real estate investing is going to be a tough game over the next year as yields in quality assets (multi-family, industrial) are
lagging the debt service costs associated with buying those properties (negative leverage). This tends to indicate most of the real
estate appreciation in this cycle is behind us. Some public REITS are starting to look attractive as the global REIT index has now
declined over 20% and history shows public REITs often lead price declines and increases of actual real estate property value
trends. We anticipate that most PRIVATE REIT valuations will decline during the remainder of 2022 following public REIT
price declines. We are very weary of highly leveraged real estate investments, particularly in places with weaker/ more cyclical
job markets that have seen outsized appreciation since the pandemic (Boise, included).

We don’t think crypto is dead given the growing institutional adoption of Bitcoin, Ethereum, and more broadly
blockchain/decentralized finance. Having said that, the road ahead will likely be VERY bumpy, as it has since the early years of
Bitcoin’s existence (we have seen several 50%+ price declines over the last 10 years, with new highs being made each time).

Cut spending and save as much as possible! Great fortunes can be made investing during times of fear / recessions as asset prices
decline and expected returns increase!
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Quick Firm Update @ F;ﬂ;’;‘(‘??{
* FFG Operations Team Update: Group

*  We welcomed 30+ year Wealth Management Operations Veteran, Jacquie Rowe to the team. Jacquie worked at Merrill
Lynch in Walnut Creek, California for her entire career before joining FFG in April. Jacquie can help with appointments,
money movement, paperwork needs, etc.

»  Chris Moore, our trading & operations manager, successfully completed his licensing to become an Enrolled Agent
(EA) before the IRS. He is instrumental in our weekly trading procedures and oversees the operations tasks in the office.

« Ben Fookes is involved in onboarding clients to our platform and is sitting for his first Enrolled Agent exam this July.

If issues or questions ever arise, you should feel free to contact any of these members of the FFG operations team:

« Jacquie - 208-957-6922 ext 4 | Email — jrowe@ffgwealth.com
*  Chris - 208-957-6922 ext 2 | Email — cmoore@ffgwealth.com
* Ben-208-957-6922 ext 3 | Email — bfookes@ffgwealth.com

* RIA Channel recognized Fiduciary Financial Group as a Top 50 Fastest Growing Registered Investment Advisor nationwide thus
far in 2022. We appreciate all our clients for helping us achieve this level of success!
RIA CHANNEL®

TOP 50

Wealth Managers By Growth (%

*  Our legal name has been officially updated to Fiduciary Financial Group, LLC. 23



mailto:jrowe@ffgwealth.com
mailto:cmoore@ffgwealth.com
mailto:bfookes@ffgwealth.com

