June 15, 2022

MARKET UPDATE: A TIME TO BE HUMBLE

The US Stock market entered a bear market recently, dropping -20% from the previous high which occurred on January
3rd. We're now five months into the bear market which we know doesn't feel good for anyone. Our Investment
Committee has composed the following information for you in the hope of providing some helpful perspective on the

current market environment.

This year stock and bond markets are clearly responding to high inflation, the Federal Reserve's effort to cool inflation
with rate hikes, and the growing threat of a recession from said rate hikes.

Most recently the May inflation reading was higher than expected and the Fed reacted on Wednesday June 15th by
raising interest rates by 75 bps, 25 bps more than was expected a week ago. But the market initially took that as a good
sign that the Fed can tame inflation, with the S&P 500 rising 1.4% for the day. Showcasing that sometimes “bad news" is
“good news" for the markets in a perverse sort of way.

Let's look at the volatility we've been
experiencing and what today's
realities are.

Pessimism is high, markets have
been shaken, consumers are paying
more for everything and for several
months the Fed has been playing
“catch-up”. Trying to slow inflation
back to its target of 2% on average
and now we're in a “bear market” to
boot! To define that term, a bear
market is the “experience when
securities prices fall by 20% or more
over a sustained period of time.”
Bear markets are also generally
accompanied by possible economic
downturns, widespread pessimism,
and negative investor sentiment.
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The nearby table highlights some recent bear markets
and how different sectors performed. Sometimes they
can last years, other times, like in 2020, they were over in
a month with the median length being seven months.

While painful, bear markets are a natural part of
investing. They are not completely unexpected, and we
have been discussing the increasing probability of a
recession for a few quarters now. We'd like to highlight
a quote from famed value investor Shelby Cullom Davis
“You make most of your money in a bear market, you just
don't realize it at the time.” He was referring to both the
new opportunities created by buying quality companies
at cheaper prices, as well as having the discipline to stick
it out.

So, let's dig into that a bit more. Bear markets occur
more often than most realize.

As the table illustrates, we have had sixteen bear
markets since 1950. The most infamous bear market
occurred during the great depression from 1929 to 1932,
when stocks fell 84% from their highs and did not fully
recover until 1945. In the 1960’s there were two difficult
bear markets as the Fed grappled with inflationary
pressures during that period. In the 1970s, due to
continued high inflation, an oil crisis, and the collapse of
key economic agreements between nations, stocks fell
about 50% from their peak in 1973. 2000 was the three-
year dot-com bust, 2008 was the great recession from
the mortgage crisis and then of course 2020's covid bear.

What has the Procyon Investment Committee been
doing?

Over the last several quarters our expectation for
continued inflation and market turbulence has risen
steadily. While our portfolios have experienced a
reduction in market values, we have made and continue
to make changes in anticipation of the volatility. The main
allocation factors in place throughout our portfolio
construction and management have been the following:

While we are happy with some results, others have not
protected portfolios as much as we would have hoped.
Bonds have experienced the worst start to the year in
decades, failing to act as a hedge for portfolios as
equities fell. As an example, the 7-10 year Treasury Bond
ETF (IEF) has a YTD return of -13.49%, with the 20+ Year
Treasury Bond ETF (TLT) down -25.06% year to date. Over
most periods of economic turbulence these widely held
investments provide a risk-off ballast to a difficult equity
market and will tend to hold their value - that has not
been the case thus far in 2022.

We Have Another Bear Market
S&P 500 Index Bear (And Near Bear) Markets (1950 - Current
Start Date End Date S&P 500 Change Months
8/2/1956 10/22/1957 (21.6%) 14.7
12/12/1961 6/26/1962 (28.0%) 6.4
2/9/1966 10/7/1966 (22.2%) 7.9
11/29/1968 5/26/1970 (36.1%) 17.9
1111973 10/3/1974 (48.2%) 20.7
9/21/1976 3/6/1978 (19.4%) 17.5
11/28/1980 8/12/1982 (27.1%) 20.4
8/25/1987 12/4/1987 (33.5%) 33
7/16/1990 10/11/1990 (19.9%) 29
7/17/1998 8/31/1998 (19.3%) 1.5
3/24/2000 10/9/2002 (49.1%) 30.5
10/9/2007 3/9/2009 (56.8%) 17.0
4/29/2011 10/3/2011 (19.4%) 5.2
9/20/2018 12/24/2018 (19.8%) 31
2/19/2020 3/23/2020 (33.9%) 11
1/3/2022 6/13/2022* (21.8%) 5.4
Average (29.8%) 11.0
Median (24.6%) 7.2
Source: LPL Research, FactSet 06/13/2022 * The bear market hasn't bottomed yet
All indexes are unmanaged and cannot be invested into directly. Past performance is no guarantee of future results.

e S&P 500 stock index was first launched in 1957.
Performance back to 1950 incorporates the performance of predecessor index, the S&P 90.

Dot-com
Bubble
Mar. 24, 2000 -
Oct. 9, 2002

2022 Sell-Off Shortest Bear Financial Crisis

Index Name

Feb. 19,2020 -
, 2020

Oct. 9, 2007 -
Mar. 9, 2009

S&P 500® -55%
Energy -45%
Materials -58%
Industrials -64%
Consumer Discretionary -57%
Consumer Staples -29%
Health Care -38%
Financials -82%
Information Technology -52%
Communication Services -48%
Utilities -43%
Real Estate

Source: SLP Dow Jon

Stocks Do Well After They Go Into A Bear Market
S&P 500 Index Performance After Going Into A Bear Market (1950 - Current
S&P 500 Index Returns

Date Bear Trading Days To

Market Starts Enter Bear Market 3 Months

6 Months 12 Months

10/21/1957 305 5.2% 9.3% 31.0%
5/28/1962 115 7.3% 11.2% 26.1%
8/29/1966 139 7.9% 17.6% 24 6%
1/29/1970 288 -4.9% -8.9% 10.7%
11/2711973 221 0.7% -9.2% -28.1%
212211982 310 3.0% 1.3% 32.1%
10/19/1987 38 10.9% 14.7% 22.9%
3/12/2001 242 6.3% -7.4% -1.2%
7/9/2008 188 -20.0% -27.2% -29.1%
3/12/2020 16 21.0% 34.6% 59.0%
Average 3.8% 3.6% 14.8%
Median 5.8% 5.3% 23.8%
Higher 8 6 A
Count 10 10 10
% Higher 80.0% 60.0% 70.0%
Source: LPL Research, FactSet 05/20/22
Al indexes are unmanaged and cannot be invested into directly. Past performance is no guarantee of future
Performance back to 1950 incorporates the performance of predecessor index, the S&P 90.
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We often say the markets are forward-looking and
respond to the prospects of the situation getting
marginally better or worse; not a straight “good or bad,”
but rather how are things changing at the margin and
what is our trajectory? Given what we face today there
are some important investing points to consider as we
position portfolios. We also tend to think in terms of
probabilities of outcomes; not absolutes.

Asset class

Weight

Equities Meutral

Fixed Income Underweight

While fiscal and monetary stimulus had a role in spiking
inflation, both of those are now reversing. The Fed is
raising rates, reducing monetary stimulus, and the US
Congress is no longer actively discussing further fiscal
stimulus. While new variants of covid continue to pop
up, the pandemic shock is receding, and supply chains
are trending towards normal. Also on the positive side is
the low level of unemployment and the increasing
participation rate with workers drawn back into the

Cash Cverweight

Alternatives  Owverweight

Factors
Overweight Value versus Growth
Globally Diversified

Low Duration Versus Benchmark

Overweight High Quality

Capital Preservation

Opportunistic

Favor Hard Assets

Diversified Returns

workforce by higher wages.

Consumer confidence and the stock market

Consumer Sentiment index and subsequent 12-month S&P 500 returns
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Recently the 30-year mortgage rate reached 6%! Existing home sales are down -5.9% (a/o 4/22) versus a year earlier,
and vehicle purchases have screeched to a halt just recently. While this is bad if you want to buy a new house, it will
slow the housing market helping to cool inflation pressures.

Consumer sentiment has also slipped to a trough of 58.4 (shown above). Consumer confidence metrics point to the
potential for higher expected equity market returns in the future as well.

As we write this, markets are reacting positively to the rate news as they cheer on the commitment to reducing inflation
by the Fed. The coming days and months will prove how effective the Fed can be in mitigating inflationary pressures,
but we are confident an aggressive approach is prudent. What remains to be seen is whether they will be able to
achieve their “soft landing” of slowing inflation without causing a recession.

We will conclude with a final reminder that Procyon uses a client's financial plan as the bedrock of any investment
strategy. Helping clients achieve their goals with their own individual risk appetite is important. The financial plan itself
makes use of Monte Carlo statistical probabilities to incorporate these inevitable bear market slumps that occur along
the way into our long-term planning.

In July please be on the lookout for our full analysis of the second quarter and a more complete discussion on the
possible outcomes ahead as we see them. As always thank you for the trust and confidence; we will get through this
period together. Please call us if you have any questions, concerns, or to simply talk further.

The Procyon Investment Committee

IMPORTANT DISCLAIMERS AND DISCLOSURES:

The information contained in this presentation has been gathered from sources we believe to be reliable, but we do not guarantee the accuracy or completeness of such
information, and we assume no liability for damages resulting from or arising out of the use of such information. Past performance is not indicative of future results.

The views expressed in the referenced materials are subject to change based on market and other conditions. This document may contain certain statements that may be
deemed forward-looking statements. Please note that any such statements are not guarantees of any future performance and actual results or developments may differ
materially from those projected. Any projections, market outlooks, or estimates are based upon certain assumptions and should not be construed as indicative of actual
events that will occur. The information provided herein does not constitute investment advice and is not a solicitation to buy or sell securities.

Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy,
investment model, or products, including the investments, investment strategies or investment themes referenced herein, will be profitable, equal any corresponding
indicated historical performance level(s), be suitable for a particular portfolio or individual situation, or prove successful. Due to various factors, including changing market
conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions.

Please note that nothing in this content should be construed as an offer to sell or the solicitation of an offer to purchase an interest in any security or separate account.
Nothing is intended to be, and you should not consider anything to be direct investment, accounting, tax, or legal advice to any one investor. Consult with an accountant or
attorney regarding individual accounting, tax, or legal advice. No advice may be rendered unless a client service agreement is in place.

Procyon Advisors, LLC is a registered investment advisor with the U.S. Securities and Exchange Commission (“SEC"). This report is provided for informational purposes only
and for the intended recipient[s] only. This report is derived from numerous sources, which are believed to be reliable, but not audited by Procyon for accuracy. This report
may also include opinions and forward-looking statements which may not come to pass. Information is at a point in time and subject to change.
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