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Back to the Future

It Is Never Really “Different This Time”

2020 Year of the Virus ... 2021 Year of the Vaccine
* New Economic Cycle, New Leadership

e Governments Have Their Feet on the Gas

Delivering Income in a Low-Interest Rate VWorld
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It Is Never Really “Different This Time”
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Lessons Reinforced

* Losses aren’t permanent ... unless you sell

* Bear markets create buying opportunities

* Markets stop panicking when governments start panicking
e Stay true to your long-term goals

* Political change does not drive economic change
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Economic Trends Are Not Defined by Political Change

Republicans

S&P 500 (or Equivalent)
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Losses Aren’t Permanent ... Unless You Sell

Year Recessionary Decline FirstYear Recover

1953
1957
1959
1968
1973
1974
1975
1980
1981
1990
2000
2007

2020

-15%
21%
-14%
-36%
-44%
-14%
-14%
-17%
-19%
-20%
-49%
-57%

AVERAGE:
-27%

-34%

38%
32%
30%
46%
35%
35%
28%
40%
55%
29%
34%
68%

AVERAGE:
41%

68%

Source: Strategas
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History May Not Repeat ... but It Rhymes
S&P 500 Performance from the March 2009 low vs. the March 2020 low
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Source: Strategas
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Asset Allocation: Buy Low, Sell High
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Fixed Income: Buy Low, Sell High
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If You Could Go Back to February 5, 1955

Returns from Market Peak

Year
1956
1957
1961
1966
1968
1972
1978
1980
1983
1987
1990
1998
2000
2007

Average

Syrs
10.0%
7.6%
5.7%
4.3%
0.4%
-0.1%
17.1%
12.1%
12.8%
7.7%
[1.5%
-1.3%
-1.6%
0.6%
6.2%

10yrs
9.0%
10.7%
7.4%
4.0%
3.1%
7.6%
14.8%
11.8%
13.3%
13.4%
16.7%
3.6%
-1.1%
7.6%
8.7%

+10,336%

1955

1960

1965

1970

1975

1980

1985

1990

1995

2000

2005

2010

2015
2020

Source: FactSet
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2020 Year of the Virus ...
2021 Year of the Vaccine
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Vaccine... the Flux Capacitor of 2021 Economic Growth

Source: Universal Studios
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Vaccines Are on the Way

Estimated COVID Vaccine Treatments for 2021
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Labor Market is Healing Despite Second Wave

The Amount of Time to Recoup All Jobs Lost During Previous Recessions
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Vaccine to Unleash Pent-Up Demand

2020 GDP 2021 GDP
-3.5% o

The Fed’s forecast of 4.2 percent growth would be the highest since 2003

Source: Federal Reserve Bank of St. Louis
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The Economy Has Taken COVID’s Best Shot
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Cyclical Outperformance Has Room to Run

2021 EPS Growth 6 6%

21%
9%
I

S&P 500 Non-Cyclicals Cyclicals

Source: FactSet
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Valuation Is Elevated in the Absolute, but Not When Compared to Rates
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New Economic Cycle,
New Leadership
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Bull Markets Are Long, Bear Markets Are Brief

+510%
- Bear Market 160 Months

- Bull Market

*Timeline shown is1970-2020

+401%
133 Months

+229%
61 Months

+128%
75 Months

+102%

*74% 61 Months

+74% 32 Months
32 Months

70%

-27%

-22% 21 Months 34% -34%
6 Months 3 Months -42% . | Month
-48% 23 Months -57%
21 Months |7 Months Source: FactSet
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Trees Don’t Grow to the Sky

S&P 500 Weight of Five Largest Market Cap Companies
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Value Outperforms as the Cycle Turns

B Growth 9 | %

Value

50%

30%

Returns in Recession + Initial Recovery

-55%

2000 2009

Source: FactSet
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Cyclicals Lead Early in the Recovery

Basic Materials Financials Healthcare Utilities

Discretionary Industrials Real Estate Staples

= Market Cycle

We are here

Recovery Expansion Downturn

Source: Ferguson Wellman
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Positioning Portfolios for Cyclical Rebound

Defensive Cyclical
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Pandemic Themes ... Not Necessarily New Portfolio Themes

Temporary Losers: Accelerated Themes:
*  Leisure Travel * Housing
* Theme Parks  eCommerce

Restaurants Work-from-Home

High-Cost Cities

Source: Ferguson Wellman
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Millennial Housing Boom Already in the Works

Percentage of Recent Generations Living with Parents
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| /%

Millennials living with parents in 2019

Source: FactSet
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eCommerce; Nothing New but Faster Pace
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“WFH"” Adoption Occurring Much Faster

16.0%

of the Labor Force

Work from Home Employees as a

Share

2.1%
I

2015
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Governments Have their
Feet on the Gas
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Source: Universal Studios



Plenty of Room for Stimulus
Economic Slack Persists
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Central Banks Boosting Asset Prices ... and Keeping Rates Low
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Debt Levels Are High, but Not the Cost to Service
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Delivering Income in a
Low-Interest Rate World
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Bonds Still Provide “Insurance” ... but Very Little Income
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Not Your Parents” 60/40
Yield of a Traditional 60 Percent Equity, 40 Percent Bond Portfolio

3.0%

2005

2.3%

2015
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Source: FactSet
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Adjusting Allocation for a Low-Yield World

Traditional 60/40 FWCM Balanced

Real Assets
Real Estate 3%

5%

Fixed Income
40%

Fixed Income
27%

Equity
60%

Equity
65%

Source: Ferguson Wellman
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Enhancing Returns and Income ... with Little Added Risk

Return Risk Income

Traditional 60/40 56% 10.8% |.5%

FWCM Balanced 6.2% 12.6% 2.0%

Source: Ferguson Wellman

FERGUSON WELLMAN WEST BEARING



Asset Allocation

Underweight Neutral Overweight

Equities:
e U.JS. Large Cap

* Small Cap
* Developed Markets
* Emerging Markets

Bonds: ‘
 Treasuries

* Corporates

Alternatives: '

e Real Estate
» Real Assets

Source: Ferguson Wellman
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Questions?
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