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Risk. Control. Probabilities.

Daniel Kahneman passed away last week at the age of 90. He was a Nobel prize winner in Economics, a
Princeton University psychologist, and a pioneer in the field of “Behavioral Economics.” He, along with
Amos Tversky, showed the world that people are not rational, consistent, or logical. He reframed the
emotional effects of loss and has been a major influence on my way of thinking for many, many, years.
In fact, with the market continuing to hit all-time highs (22 of them this year so far), | find myself
revisiting his work almost every day. | am constantly reminding myself not to think in terms of “gains” or
“losses,” but rather: what are the realistic (and statistical) possibilities of various outcomes, including
loss? Overcoming the herd mentality bias and looking for ways | can protect you and your wealth.

While | wish it were different, | cannot predict the future, especially in the markets. But what | can do is
help you stay prudently invested, rebalance as necessary, and make sure we are doing what we can to
help you evaluate some of the risks that we can all control.

Risk is not just about the potential for loss; it's about being prepared for the unexpected turns life can
take. Life does take turns; here is a call to action to help buffer yourself against the ones you can.

Over the last quarter, I've witnessed firsthand and heard from clients about major incidents that
underscore the importance of revisiting our risk profiles and insurance coverage... | know... Insurance is
boring, and | try to make these intro notes more fun. But just in the last 90 days, | personally
experienced a major financial setback when a pipe burst in one of my rental properties. Despite thinking
| was adequately insured, a closer look revealed a major coverage gap. Luckily, after some persistence,
the insurance company honored their commitment.

Additionally, | have had multiple clients face situations that could lead to significant financial loss due to
lack of proper insurance coverage in an accident, and/or lack of facing reality, including the risks of aging
or unanticipated health events. All of these unanticipated events/circumstances can potentially derail
the best laid plans.

Many people believe the biggest risk in a financial portfolio is losing money. | believe the biggest risk is
failing to achieve one's goals. We can manage some risk; minimizing financial loss is crucial, whether
through adequate insurance coverage or prudent planning, so is protecting your family and your wealth.

So, please take a moment to review all insurance policies, including home, disability, liability, Long Term
Care (for you and/or your parents), even your umbrella coverage is critical. Don't overlook any potential
risks you may have become complacent about. We're here to help you analyze and manage these risks
as you pursue your financial goals.
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Remember, being prepared is the best defense against life's uncertainties. Now on to the markets!

Justin



Another Quarter of Record Highs in the S&P, the Dow, even Gold... What could go wrong?

The 2023 rally continued in the first quarter of 2024 as a positive combination of stable economic
growth, falling inflation, impending Fed rate cuts and ever-growing enthusiasm towards artificial
intelligence (Al) propelled stocks higher, as the S&P 500 rose above 5,000 for the first time and hit new
all-time highs.

The year began with a modest uptick in volatility, as traders and investors initially booked profits
following the strong 2023 gains. However, those initially small declines intensified shortly after the start
of the year when the December Consumer Price Index, an important inflation indicator, declined less
than expected. That reading challenged the idea that inflation was quickly falling towards the Fed’s 2.0%
target and caused investors to delay the expected date of the first Fed rate cut, as expectations for that
first cut moved from March to June. Fears of potentially higher-than-expected rates pushed stocks
temporarily into negative territory early in January. However, the declines didn’t last. First, fourth-
guarter corporate earnings were again better than feared and that helped stocks recover from those
early declines. Then, in late January, the Federal Reserve clearly signaled that rate hikes were over and
strongly hinted that rate cuts would occur in the coming months. Investors seized on that positive
message and the S&P 500 hit a new all-time high late in the month and finished with a modest gain, up
1.59%.

The rally continued and accelerated in February as fears of a potential rebound in inflation subsided.
Inflation metrics released in February largely met expectations and importantly did not imply that
inflation was reaccelerating. As such, investor expectations for a June rate cut were strengthened and
that helped stocks extend the year-to-date gains. Then, on February 21%, Nvidia, the semiconductor
company at the heart of the Al boom, posted much-stronger-than-expected earnings and guidance.
Those results further fueled investors’ Al enthusiasm and large-cap tech stocks powered the S&P 500
higher into month-end as the index hit a new record high above 5,000. The benchmark domestic index
gained 5.34% in February.

The final month of the quarter saw even more gains, aided by familiar factors such as solid economic
growth, generally as-expected inflation data, Al enthusiasm and bullish Fed guidance. Broadly speaking,
economic and inflation data largely met expectations in March and continued to point towards stable
growth and (slowly) falling inflation. Then, in mid-March, updated Federal Reserve interest rate
projections still pointed towards three rate cuts in 2024, further reinforcing investor expectations for a
June rate cut. Those positive factors combined with additional strong Al-related earnings reports (this
time from Micron) to push markets broadly higher as the S&P 500 crossed 5,200 for the first time late in
the month and ended March with strong gains.

In sum, the 2023 rally continued and accelerated in the first quarter of 2024 thanks to positive news
flow that implied stable growth (no recession), still falling inflation, looming Fed rate cuts and continued
Al enthusiasm and those factors propelled the S&P 500 to new all-time highs.



First Quarter Performance Review

The first quarter of 2024 reflected a much more evenly distributed rally compared to the fourth quarter
of 2023, where tech and tech-aligned sectors handily outperformed the rest of the markets. Over the
past three months markets saw broad gains distributed more equitably amongst various sectors and
industries.

However, while the rally in stocks did broaden out in the first quarter, that did not benefit small caps as
they were some of the notable laggards over the past three months. Small caps registered a positive
return for the first quarter but lagged large caps as concerns about stubbornly high interest rates
weighed on small caps, as they are more sensitive to higher funding costs and slowing growth.

From an investment style standpoint, growth once again outperformed value in the first quarter but the
margin was much closer than last year, as both investment styles logged strong quarterly returns.
Continued heightened Al enthusiasm was the main reason for the modest growth outperformance over
the past three months, as large-cap tech stocks again saw strong rallies in Q1.

On a sector level, as mentioned, gains were broad as 10 of the 11 S&P 500 sectors finished the first
qguarter with a positive return. Unlike 2023, however, tech and tech-aligned sectors didn’t substantially
outperform. To that point, the best-performing sectors in the market in the first quarter were
communication services, financials, energy and industrials. That sector mix reflected the influences of Al
enthusiasm, strong financial stock guidance, solid U.S. economic data and rising optimism towards a
rebound in Chinese economic growth. The diversified gains demonstrated that the Q1 rally was driven
by a more varied set of influences beyond just Al enthusiasm.

Turning to the laggards, the only S&P 500 sector to log a negative return for the first quarter was the
real estate sector, as it continues to be weighed down by concerns about the health of the commercial
real estate market. Specifically, terrible quarterly earnings from New York Community Bank reminded
investors of the sustained weakness in the commercial real estate market and that weighed on the real
estate space. Consumer discretionary also lagged and registered only a slightly positive return as
numerous retailers warned about a potential slowing of consumer spending during the first quarter (this
is something to monitor as we begin the second quarter).

US Equity Indexes Q1 Return YTD
S&P 500 10.56% 10.56%
DJ Industrial Average 6.14% 6.14%
NASDAQ 100 8.72% 8.72%
S&P MidCap 400 9.95% 9.95%
Russell 2000 5.18% 5.18%

Source: YCharts



Internationally, foreign markets posted solid quarterly gains but still underperformed the S&P 500.
Looking deeper, foreign developed markets outperformed emerging markets in Q1 thanks to better-
than-expected economic data and as expectations rose for early summer rate cuts from the European
Central Bank and Bank of England. Emerging markets, meanwhile, logged only slightly positive returns in
Q1 and solidly underperformed the S&P 500 thanks to mixed Chinese economic data and a lack of
substantial Chinese economic stimulus early in the quarter.

International Equity Indexes Q1 Return YTD
MSCI EAFE TR USD (Foreign Developed) 5.81% 5.81%
MSCI EM TR USD (Emerging Markets) 2.16% 2.16%
MSCI ACWI Ex USA TR USD (Foreign Dev & EM) 4.66% 4.66%

Source: YCharts

Commodities saw strong gains in the first quarter thanks to still-elevated geopolitical tensions, a weaker
U.S. dollar and smaller-than-expected declines in inflation. Qil rallied sharply in Q1 thanks to late-
guarter optimism for an acceleration in Chinese economic growth, combined with an increase in
geopolitical tensions following the continued attacks on commercial ships in the Red Sea, along with an
increase in Russian attacks on Ukrainian energy infrastructure. Gold hit a new all-time high in the first
qguarter, meanwhile, and logged solidly positive returns thanks to the aforementioned buoyant inflation
data and a weaker U.S. dollar.

Commodity Indexes Q1 Return YTD
S&P GSCI (Broad-Based Commodities) 10.36% 10.36%
S&P GSCI Crude Oil 15.93% 15.93%
GLD Gold Price 7.93% 7.93%

Source: YCharts/Koyfin.com

Switching to fixed income markets, the leading benchmark for bonds (Bloomberg Barclays US Aggregate
Bond Index) realized a slightly negative return for the first quarter of 2024. Disappointing inflation
readings were the primary reason for the weakness in bonds as they delayed the expected start of Fed
rate cuts from March until June and caused bond investors to consider that rates may be higher than
previously expected over the medium and longer term.

Looking deeper into the fixed income markets, longer-duration bonds handily underperformed those
with shorter durations. That performance gap was due to the slower-than-expected decline in inflation,
because while it won’t materially delay the start of Fed rate cuts, it does threaten to keep rates “higher
for longer,” which is a bigger negative for longer-dated debt.



Turning to the corporate bond market, higher-yielding but lower-quality “junk” bonds outperformed
investment grade debt as looming Fed rate cuts and buoyant inflation, amidst stable economic growth,
led bond investors to “reach” for more yield in the riskier parts of the credit spectrum.

US Bond Indexes Q1 Return YTD
BBgBarc US Agg Bond -0.78% -0.78%
BBgBarc US T-Bill 1-3 Mon 1.32% 1.32%
ICE US T-Bond 7-10 Year -1.35% -1.35%
BBgBarc US MBS (Mortgage-backed) -1.04% -1.04%
BBgBarc Municipal -0.39% -0.39%
BBgBarc US Corporate Invest Grade -0.40% -0.40%
BBgBarc US Corporate High Yield 1.47% 1.47%

Source: YCharts

Second Quarter Market Outlook

We begin the second quarter in the midst of a positive macroeconomic environment as growth appears
stable, inflation is still falling, the Fed is likely going to deliver the first rate cut in four years and Al
enthusiasm keeps earnings estimates high. But while this is undoubtedly a favorable set up, the strong
rally of the last six months has left the S&P 500 at previously historically unsustainable valuations while
investor and analyst sentiment is very bullish and, potentially, complacent. So, while the outlook is
currently positive, it’s essential we continue to monitor the macroeconomic horizon for risks because at
current stretched valuations and with sentiment very bullish, the market is vulnerable to a negative
surprise.

Specifically, while it’s true that economic growth has remained resilient in the face of higher rates, some
data is pointing to a loss of momentum. Retail sales missed expectations in January and February while
the unemployment rate jumped to the highest level since 2022 during the first quarter. Neither number
warrants concern about the economy right now, but both serve as a reminder to watch data closely as a
continued economic expansion is not guaranteed.

The scourge of Inflation, meanwhile, is still retreating but the pace of that decline has slowed
meaningfully. Core CPI, one of the Fed’s preferred measures of inflation, has barely declined over the
past several months as it sat at 4.0% y/y in October and in February was just 3.8% y/y. Meanwhile, other
anecdotal indicators of inflation have hinted at a rebound in prices. If inflation bounces back that will
reduce the number of Fed rate cuts in 2024 and that disappointment could pressure stocks and bonds.

To that point, markets fully expect a June rate cut from the Fed and three rate cuts in 2024 and that
assumption was central to the first-quarter rally. However, those rates cuts are not guaranteed and if
the Fed does not cut as aggressively as markets expect, that will result in disappointment and a potential
decline in stocks and bonds.



Finally, investor enthusiasm towards the potential for artificial intelligence remains a critical part of the
bull market and strong earnings from Nvidia in February furthered investors’ hopes that Al integration
will lead to a profitability and earnings boom, not just for tech companies, but for the entire market.
However, that’s also not guaranteed and so far, Al integration has produced a lot of flashy headlines but
not a lot of profit maximization for non-tech industries. If Al fails to broadly boost profits and demand
declines, that will be a significant negative for this market.

Bottom line, this historic rally is currently supported by positive fundamentals. But we cannot let the
currently positive set up blind us to risks and that’s why, while we are pleased with the market
performance, we are also focused on managing both reward and risk in portfolios, because despite the
strong performance this market remains vulnerable to negative news.

At Impact Financial Strategies, we understand the risks facing both the markets and the economy, and
we are committed to helping you effectively navigate this challenging investment environment.
Successful investing is a marathon, not a sprint, and even temporary bouts of volatility like we
experienced over the past three months are unlikely to alter a diversified approach set up to meet your
long-term investment goals.

Therefore, it’s critical for you to stay invested, remain patient, and stick to the plan, as we’ve worked
with you to establish a unique, personal allocation target based on your financial position, risk tolerance,
and investment timeline.

Rest assured that our entire team will remain dedicated to helping you successfully navigate this market
environment.

Please do not hesitate to contact us with any questions, comments, or to schedule a portfolio review.
Sincerely,

Justin

Justin G. Davis, MBA, CFP®, CPWA®, CEPA®
Founder/CEO & Managing Director,

Impact Financial Strategies

3711 JFK Parkway, Ste 340 | Fort Collins, CO 80525
970.829.1240 office | 800.630.2799 toll-free

970.829.0350 fax

Justin.Davis@ImpactFinancialStrategies.com




DISCLOSURES

Any opinions are those of Justin G Davis, MBA, CFP®, CPWA®, CEPA® may not necessarily express the opinions of Raymond James.
Economic commentary courtesy of Seven Seas Report, an independent third party. The information contained in this article does not purport to be
a complete description of the securities, markets, or developments referred to in this material. There is no assurance any of the trends mentioned
will continue or forecasts will occur. The information has been obtained from sources considered to be reliable, but Raymond James does not
guarantee that the foregoing material is accurate or complete. Any information is not a complete summary or statement of all available data
necessary for making an investment decision and does not constitute a recommendation. Investing involves risk and you may incur a profit or loss
regardless of strategy selected. Past performance is not indicative of future results.

The S&P 500 is an unmanaged index of 500 widely held stocks that is generally considered representative of the U.S. stock market.

The Dow Jones Industrial Average (DJIA), commonly known as "The Dow" is an index representing 30 stocks of companies maintained and
reviewed by the editors of the Wall Street Journal.

The NASDAQ Composite Index is an unmanaged index of securities traded on the NASDAQ system.

The S&P MidCap 400® provides investors with a benchmark for mid-sized companies. The index, which is distinct from the large-cap S&P 500,
measures the performance of mid-sized companies, reflecting the distinctive risk and return characteristics of this market segment..

Russell 2000 Index measures the performance of the 2,000 smallest companies in the Russell 3000 Index, which represent approximately 8% of
the total market capitalization of the Russell 3000 Index.

The S&P GSCl is a composite index of commodities that measures the performance of the commodity market. S&P GSCI Gold is an index
tracking changes in the spot price for gold bullion. S&P GSCI Crude Oil is an index tracking changes in the spot price for crude oil. GLD is a
gold index fund based on gold and holds gold and/or cash as its only assets, but shareholders are not guaranteed to receive physical gold

in exchange for their shares.

The MSCI EAFE (Europe, Australasia, and Far East) is a free float-adjusted market capitalization index that is designed to measure developed
market equity performance, excluding the United States & Canada. The EAFE consists of the country indices of 22 developed nations.

The MSCI Emerging Markets is designed to measure equity market performance in 25 emerging market indices. The index's three largest
industries are materials, energy, and banks.

The MSCI ACWI (All Country World Index) is a free floating-adjusted market capitalization weighted index that is designed to measure the
equity market performance of developed and emerging markets.

The Barclays US Aggregate Bond Index is a broad-based flagship benchmark that measures the investment grade, US dollar-denominated,
fixedrate taxable bond market.

The Barclays US T-Bill index measures the performance of public obligations of the U.S. Treasury that have a remaining maturity of greater than
or equal to 1 month and less than 3 months.

The ICE U.S. Treasury 7-10 Year Bond Index is market value weighted and is designed to include U.S. dollar denominated, fixed rate securities
with minimum term to maturity greater than or equal to seven years and less than ten years.

Barclays Capital U.S. MBS Index measures the performance of investment grade fixed-rate mortgage-backed pass-through securities of GNMA,
FNMA, and FHLMC.

The Barclays Capital Municipal Bond is an unmanaged index of all investment grade municipal securities with at least 1 year to maturity.
The Bloomberg Barclays US Corporate Bond Index measures the investment grade, fixed-rate, taxable corporate bond market. It includes
USDdenominated securities publicly issued by US and non-US industrial, utility and financial issuers.

The Bloomberg Barclays U.S. Corporate High Yield Bond Index is composed of fixed-rate, publicly issued, non-investment grade debt, is
unmanaged, with dividends reinvested, and is not available for purchase. The index includes both corporate and non-corporate sectors. The
corporate sectors are Industrial, Utility and Finance, which include both U.S. and non-U.S. corporations.

Keep in mind that individuals cannot invest directly in any index, and index performance does not include transaction costs or other fees, which
will affect actual investment performance. Individual investor's results will vary. Diversification and asset allocation do not ensure profit or
protect against loss. Holding investments for the long term does not insure a profitable outcome. Investing involves risk and you may incur a
profit or loss regardless of the strategy selected. Links are being provided for information purposes only. Raymond James is not affiliated with
and does not endorse, authorize or sponsor any of the listed websites or their respective sponsors. Raymond James is not responsible for the
content of any website or the collection or use of information regarding any website's users and/or members.



