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Key Observations

« Most risk assets advanced in February as optimism remains that the no-show recession of 2023
continues to fade further into the rear-view mirror. As a result, fixed income investors have also
tempered the expectations around rate cuts and longer duration assets underperformed.

« For the first time in 34 years the Japanese index, Nikkei 225, hit a new all-time high. The nearly
3.5-decade comeback is instructive of how to think about risk and valuations.

« The Russia/Ukraine conflict entered its third year, and with hindsight, demonstrates two
important macro trends of a multi-polar world and some newfound resiliency for Europe as it has

waned off its reliance of Russian natural gas.

Market Recap
Stocks advance in February with indexes like the S&P 500 and the NASDAQ hitting new highs. While a new high

for an index is not a new thing, in fact it happens quite regularly and often without material consequence, there

was a recent new high that is worth reflecting on. Financial Market Performance
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Wall fell marking the end of the cold war. Why it Source: Morningstar Direct. As of February 29, 2024.

took this long to come back is an import investment lesson. In a word, valuation.
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Valuation Matters

Japan was the premiant stock market in the late 1980’s. They were know for leading in robotics, gaming, and
banking. At the time the top five largest companies in the world by market cap were, you guessed it, all Japanese
and the Nikkei quickly raced toward 40,000 with many companies near their peak equity valuation based on this
investor exuberance. That’s when financial physics (that is rationale economics, just like gravity, applies to all
investments) set in. It is hard for a company trading at lofty valuations to sustain those levels of success and as a
result investors sought opportunity elsewhere and Japanese stocks fell precipitously. While Japan’s run up and
come back were both extreme, they serve as a valuable lesson all these years later. What you pay for an investment

matters. All else equal, it is easier to outrun modest expectations than it is lofty ones.

As we look to markets today, there are some similarities and
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valuations begin to make more sense in that context. Le.
. . . . Japan | Automotive U.S. | Communications
gravity still applies. Yet the trillion-dollar (pardon the
market cap pun) question remains’ how sustainable are Source: FactSet. Current is the S&P 500 as of March 1, 2024

these levels of returns and success? In our next writing we’ll explore another natural world analogy to describe
markets, which is seasonality. History has taught us about the seasons of companies outearning their economic or

societal benefit and the consequences to price as a result.
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Are Full Valuations Earned?

mmm Trailing Price to Earnings Ratio 2023 EPS Growth

6% 0%

&0

Trailing Price to Eamings

2023 Earnings Per Share Growth

/]

20 "
H -
a 200%

Microsoft Apple NVIDIA Amazon Meta S&P500 Eq Weight
Source: FactSet as of March 1, 2024. Top five securities in the S&P 500

Russian Hindsight

However, before we adjourn and because it is a leap year with one more day of writing, we’ll add another
decidedly more recent historical milestone to mark in February. As of February 24, Russia’s invasion of Ukraine
has now entered its third year. What was originally deemed a forgone conclusion of military victory and
devastating economic sanctions for the Kremlin has turned out to be anything but. Such events have a mercurial

way of teaching us humility. However, now with hindsight we can see a number of important macro trends.

First, Russia’s economy was bailed out from the lifelines it threw to the east, namely to China and India. The walls
that continue to build in this multi-polar world may continue to instruct policy, geopolitical tension and inflation
as near- or friend-shoring continues and the flow of global goods is impeded. This reconciles well with our 2024
theme of “the messy middle” in which it is our expectation that inflation will remain subdued, but will have fits-

and-starts feeding both investor anxiety and Fed watcher trepidation.

Second, just as Russia avoided the cost of economic decline, so did Europe. With time as an ally, the U.S has
emerged as the EU’s largest natural gas supplier in 2023. U.S. natural gas exports are now at all-time high and
have increased 30% since Russia invaded Ukraine. Much of that incremental grow headed to Europe. This has

created both opportunity here in the U.S. and greater stability for Europe.
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U.S. Natural Gas Exports Continue to Grow
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Source: U.S. Energy Information Administration as of December 31, 2023

Outlook

Our investment themes that we outlined heading into 2024 remain in the wake of upward market performance in
February: the “messy middle” inflation range of 2-5%, preparing not predicting recession, and concentrated
consequences. We believe a thoughtful portfolio construction framework rooted in valuation helps avoid some of

the extremes we noted above and keep our sights on our long-term objectives.
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Disclosure

Advisory services offered through Veracity Capital, LLC, a registered investment advisor. Information presented is for educational purposes only
and does not intend to make an offer or solicitation for the sale or purchase of any specific securities, investments, or investment strategies.
Investments involve risk and, unless otherwise stated, are not guaranteed. Be sure to first consult with a qualified financial advisor and/or tax
professional before implementing any strategy discussed herein. Past performance is not indicative of future performance.

This performance report provides information regarding the accounts managed by Veracity Capital, LLC, in accordance with your investment
objectives. You should communicate any changes to your current investment objectives or financial condition to Veracity Capital, LLC.

Past performance is not indicative of future performance. Principal value and investment return will fluctuate. No guarantees or assurances that
the target returns will be achieved, or objectives will be met, are implied. Future returns may differ significantly from past returns due to many
different factors. Investments involve risk and the possibility of loss of principal. The values and performance numbers represented in this report
do not reflect management fees. The values used in this report were obtained from sources believed to be reliable. Veracity Capital, LLC,
calculated performance numbers using data provided. Please consult your custodial statements for an official record of value.

This information may be taken, in part, from external sources. We believe these external sources to be reliable, but no warranty is made as to
accuracy. This material is not financial advice or an offer to sell any product. There is no guarantee of the future performance of any Veracity
Capital, LLC, portfolio. The investment strategies discussed may not be suitable for all investors. Before investing, consider your investment
objectives and Veracity Capital, LLC, charges and expenses. All investment strategies have the potential for profit or loss.

Benchmarks: The index / indices used by Veracity Capital, LLC, have not been selected to represent an appropriate benchmark to compare an
investor’s performance, but rather are disclosed for informational purposes. Detailed information regarding the indices is available upon request.
The volatility of the indices may be materially different than that of the portfolio.

Veracity Capital, LLC, is a registered investment advisor. Registration does not imply a certain level of skill or training. More information about
Veracity Capital, LLC, including its advisory services and fee schedule, can be found in Form ADV Part 2 which is available upon request.

Comparisons to any indices referenced herein are for illustrative purposes only and are not meant to imply that actual returns or
volatility will be similar to the indices. Indices cannot be invested in directly. Unmanaged index returns assume reinvestment of any
and all distributions and do not reflect our fees or expenses.

e The S&P 500 is a capitalization-weighted index designed to measure performance of the broad domestic economy through
changes in the aggregate market value of 500 stocks representing all major industries.

e Russell 2000 consists of the 2,000 smallest U.S. companies in the Russell 3000 index.

e MSCI EAFE is an equity index which captures large and mid-cap representation across Developed Markets countries around
the world, excluding the U.S. and Canada. The index covers approximately 85% of the free float-adjusted market
capitalization in each country.

e MSCI Emerging Markets captures large and mid-cap representation across Emerging Markets countries. The index covers
approximately 85% of the free-float adjusted market capitalization in each country.

e  Bloomberg U.S. Aggregate Index covers the U.S. investment grade fixed rate bond market, with index components for
government and corporate securities, mortgage pass-through securities, and asset-backed securities.

e  Bloomberg U.S. Corporate High Yield Index covers the universe of fixed rate, non-investment grade debt. Eurobonds and
debt issues from countries designated as emerging markets (sovereign rating of Baal/BBB+/BBB+ and below using the
middle of Moody’s, S&P, and Fitch) are excluded, but Canadian and global bonds (SEC registered) of issuers in non-EMG
countries are included.

e  FTSE NAREIT Equity REITs Index contains all Equity REITs not designed as Timber REITs or Infrastructure REITs.

e Bloomberg Commodity Index is calculated on an excess return basis and reflects commodity futures price movements. The
index rebalances annually weighted 2/3 by trading volume and 1/3 by world production and weight-caps are applied at the
commodity, sector and group level for diversification.
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