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Key Investment Themes for 3Q 2022

1. As the global financial system transitions from mid to late-cycle, we expect the Federal Reserve and other Central Banks to continue tightening

monetary policy even as economies continue to slow.

2. Reducing inflation is the Fed's top priority.

3. Consumer spending is the most important driver of the U.S. economy, and consumer balance sheets remain strong, with an increasing number

of people earning income.

4. Strong demand for labor will continue into the middle of the decade, supported by pent-up demand for goods and services.

5. There have been just five months since 1969 when the unemployment rate was lower than today.

6. Recessions often occur when one or more major cyclical sectors supporting economic activity go from boom to bust.

7. As global PMIs slow, commodity prices tend to roll over, and production catches up with demand. We expect inflation pressures to ease but

settle well above the Fed's 2.0% average target.

8. While we expect increased stress in financial assets if/when the economy falls into recession, we don't expect default rates in bonds to spike

dramatically.

9. Alternative sources of income continue a transition from optional to essential in generating higher income rates and protecting traditional

stock/bond portfolios.

10. Wellspring expects full-year normalized earnings for the S&P500 of $204.30 vs. consensus estimates of $224.54, about 9.0% lower.

11. Because of the recent volatility in fixed income and equities, the opportunity for attractive returns in the portfolio is reemerging.

12. In the eight sentiment troughs since 1970, the average subsequent 12-month returns of the S&P500 have been 24.9%.
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The U.S. Economy is transitioning to Late Cycle

• The global economic expansion continues, but the outlook for the world's major

economies has become more challenging and complex. Many countries are

transitioning from mid to late-cycle economic conditions, as the risk of a global

recession is rising. China's domestic demand is recovering from trough levels (a strong

positive) despite ongoing trade disputes with the U.S., but Europe's economy is

weakening due to political tensions and higher gas prices because of the Ukrainian

conflict.

• One standard definition of a recession is two consecutive quarters of negative GDP

growth. However, the National Bureau of Economic Research (NBER), the official

scorekeeper for recessions and expansions, defines a recession as "a significant decline

in economic activity that is spread across the economy and that lasts more than a few

months…these include real personal income less transfers, nonfarm payroll

employment, real personal consumption expenditures, wholesale-retail sales adjusted

for price changes, employment as measured by the household survey, and industrial

production."

• We prefer the NBER's definition of recession and find that elevated unit labor costs and

high core inflation often precede recessions. In contrast, financial surpluses in the

private sector often point to more modest recessions. We have rebalanced portfolios for

late-cycle dynamics, moving assets from growth funds to consumer staples, low

volatility, and value funds, and increasing our allocation to non-correlated satellite

assets. We also initiated a cash position in Q1'22 to take advantage of market

dislocations as they occur. Over the next 6-12 months, we see capacity constraints

persisting, inflation rolling over but remaining elevated, a tight labor market, and

declining profit margins. We also expect the Fed to continue tightening policy, which

eventually leads to a U.S. recession.
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The Fed’s models underestimated inflation 

• At the end of 2021, inflation was elevated but appeared to be rolling

over. The Federal Open Market Committee (FOMC) of the Federal

Reserve forecasted that by the fourth quarter of 2022, the personal

consumption expenditures price index (PCE), the Fed's preferred

inflation indicator, would be down to 2.6%. Today the PCE deflator is

up +6.3% year over year on the headline and +4.7% on the core. At

the same time, the Fed has reiterated its commitment to return to an

average inflation target (AIT) of 2.0%.

• What happened? In 2021, a combination of pandemic-related

shortages, supply chain bottlenecks, and fiscal stimulus collided with

increasing consumer demand at a time manufacturers had difficulty

filling orders.

• The Fed's models underestimated the impact of Omicron and its effect

on the supply chain. China's effort to control COVID further

disrupted supply chains. And most importantly, the war in Ukraine

led to increased energy shortages and rising food prices. Each of

these has contributed to higher and more persistent inflation.

• We believe inflation will begin to ease in the second half of year but

normalize at a higher level, perhaps 4 to 5% for 2023 and 2024. In

this scenario, real assets such as commodities, real estate, gold, and

value funds would be expected to do well.
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The Fed appears to be overstating its ability to raise rates

• The Fed has stated that bringing down inflation is their number one priority. For

the Federal Reserve to slow inflation, it will need to raise interest rates. At the

beginning of 2022, the Fed said they would need to raise interest rates to a

range of 0.75 to 1.0% by the end of the year. That has since changed. The blue

diamonds in the chart on the left show the Fed expects to raise rates to 3.4% by

the end of 2022, or an additional 165 basis points from what they've already

done. The Fed increased rates by 0.25% in March 2022, 0.50% in May, and

then 0.75% in June.

• The market's expectation for rate hikes, represented by the green dots in the

chart, paints a different picture. The market predicts that the Fed will continue

to raise rates at its July and September meetings, but then they will be forced to

cut rates in 2023 and 2024 as the economy enters a recession. The chart shows

the likelihood that the Federal Reserve will be forced to back off in its rate

hikes by early next year. We see a far less hawkish Fed by Q4'22 as lower GDP

and inflation do much of the Fed's work.

• As former president of the Federal Reserve Bank of New York and vice-

chairman of the Federal Open Market Committee, Bill Dudley said in a recent

Bloomberg article, "it's hard to know how much the U.S. Federal Reserve will

need to do to get inflation under control. But one thing is certain: to be

effective, it'll have to inflict more losses on stock and bond investors than it has

so far."
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U.S. GDP growth is mean reverting

• The chart on the left depicts the state of the U.S. economy. In Q1'22, the U.S.

economy contracted an annualized rate of -1.6%, an 8.5 percentage point

swing from the +6.9% annualized growth recorded in Q4'21. This was the first

contraction since the pandemic-induced recession in 2020 as record trade

deficits, supply constraints, worker shortages, and high inflation weighed on

the results. Other than the volatile swings in growth in 2020, the U.S. had not

seen an 8.5 percentage point quarterly downward swing in the size of the U.S.

economy since the Q4'81 or 40 years ago, when the economy went from a

+4.9% growth rate to a 4.3% contraction quarter-over-quarter.

• Because the impact of monetary policy has long and variable lags, we think the

peak drag from the Fed's recent rate hikes will not be felt until the second half

of 2023, at the earliest. The chart on the right provides a basic breakdown of

the most recent quarter's GDP, showing that consumption is the most

significant driver of the U.S. economy. Consumer spending slowed to just

1.8% YOY in Q2’22 as the increase in expenditures for services, led by

housing and utilities, was partly offset by a decline in spending on goods,

namely groceries and gasoline.

• Imports grew +18.9%, led by nonfood and nonautomotive consumer goods,

while net exports declined by -4.8%, highlighting the emergence of global

recessionary pressures.

• For Q2'22, the Atlanta Fed's GDPNow model for real GDP growth estimates

growth contracted at a -2.1% annual rate as real personal consumption

expenditures and real GDP domestic investment growth eased to +0.8% and -

15.2%, respectively, which we view as rather anemic.
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Expansions are becoming longer & recessions shorter

For Millennials (born 1981-1996) and Generation Z (born 1997 or after), the only recessions they

have known are the Great Financial Crisis (GFC) and the Pandemic-induced recession. The

bubbles on the right-hand side of the chart show that these recessions were larger and more

damaging than the typical post-war recession. On the left-hand side of the chart, note that the

length of expansions is typically much longer than the length of recessions, underscoring the Fed's

ability to address a slowing economy. We think the next recession will likely be mild and

relatively short. Consider the following as it relates to the current environment:

• According to an analysis by Bank of America customers' card spending activity at the end 

of June, the following was noted: "Our analysis suggests the consumer is not displaying 

the usual recessionary patterns at this time… Interestingly, we find that consumers do 

not necessarily dine out less during downturns but tend to shift to cheaper restaurants. 

Aggregated Bank of America card data indicates consumers are not moving in this 

direction…Travel spending also usually drops during recessions. However, aggregated 

Bank of America card spending data as of the end of Q2'22 points to the highest travel 

spending share since the pandemic began".

• The number of passengers moving through TSA checkpoints is at pre-pandemic levels and 

continues to climb. And despite the many negative headlines about flight cancellations and 

surging airfares, searches for flights also remain very high.

• Consumer finances continue to be very robust, with a growing number of consumers 

generating income. According to the Federal Reserve, household checkable deposits 

totaled nearly $4.5 trillion at the end of the second quarter. For perspective, this is 9x 

greater than the amount in checking accounts at the beginning of the GFC in 2008!

• U.S. employers added 2.74 million jobs during the first six months of 2022. Meanwhile, 

unemployment continues to be low. Nationwide continuing claims —the number of 

persons receiving benefits, increased 0.1% in June from an all-time low to 1.0%. 
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Demand for labor remains at record levels

• The Job Openings and Labor Turnover Survey (JOLTS) program

produces data on job openings, hires, quits, layoffs and discharges,

and separations. The data provided by JOLTS serves as a demand-

side indicator of labor shortages at the national level. In May, job

openings fell 427,000 to 11.254 million (-3.7% m/m, +16.8% y/y).

While this was the second consecutive monthly decline in openings,

openings remained just below the series-high reading of 11.855

million reached in March 2022. The job openings rate (a specific

position that needs to be filled at an establishment) slipped to 6.9%

in May from 7.2% in April. Its series high was also in March at

7.3%.

• Wellspring expects the job market to remain very healthy,

supporting higher wages and growth in disposable income. Although

we expect that the ratio of job openings to job seekers to ease

(currently 1.9x), it will need to come down considerably before

returning to normal. This is unlikely to happen over the course of the

next several years.

• The mismatch between job openings and people seeking

employment translates to strong final demand, persistent spending

on consumer goods, increased exports, and investments in new

home construction. We anticipate the excess demand for labor will

continue well into the middle of the decade, supported by a healthy

amount of pent-up demand.
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The unemployment rate is at a 70-year low

• The U.S. unemployment rate sits at just 3.62%, with the number of

unemployed people at 5.912 million. Meanwhile, June employment rose

by 372,000 to 158.111 million, just 440,000 below the all-time high

employment level. The labor force participation rate edged to 62.2%, well

below the peak of 67.3% in late 2001. The share of the population

working or looking for work remains 1.1 percentage points below the

February 2020 values, as Americans that left their jobs during the

pandemic due to childcare and early retirement are coming back slowly.

• There have been just five months since 1969 when the unemployment

rate was lower than today. Given the tightness in the labor markets, we

expect wages to increase at a mid-single digit rate in 2022 and 2023. We

expect at least some of the wage increase to be passed through to the

consumer in higher prices and some to negatively impact corporate

margins.

• In Q1'22, wages grew +6.7%, the fastest growth rate in over 40 years. The

blue line in the chart shows year-over-year wage growth, and the black

line indicates the unemployment rate. Note that year-over-year wage

growth falls when the unemployment rate rises (1990, 2001, 2008). In

other words, wage growth decelerates only when unemployment rises or

when the number of workers exceeds the number of available jobs. Given

the steady demand for employees, we expect the unemployment rate to

remain well below the 6.0 to 10% levels typically associated with

recessions.
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The Four Horsemen of Economic Activity

• Recessions often coincide when one or more major cyclical sectors

supporting economic activity go from boom to bust. On the top left,

residential investment dropped from over 6.0% of GDP to about 2.0%

between 2006 and 2009, after years of overbuilding led to a bubble in

housing. Today, residential construction as a percentage of GDP is 0.4

percentage points above its long-term average and continues to increase

after years of underinvestment.

• On the top right, elevated business and/or technology spending led to

downturns in 1982-83 and again in 2000. Business investment as a

percentage of GDP is only marginally above its average of the past 55

years.

• The bottom left chart shows light vehicle sales. The June Auto and Truck

Statistical Report's data shows an annual rate of 13 million units, well

below the 17.5 million unit average between 2000-2005 and 2016-2018.

• The chart on the bottom right shows periods excess inventories preceded a

collapse in demand. With recent inventory gains outpacing sales, the

overall days of inventory available increased to 39.2 days, which is still

8.8% below its average of the past 42 years. The retail sector I/S ratio sits

at just 1.18 (vs. a long-term average of 1.30), while the wholesale I/S ratio

rose to 1.25 (also below its long-term avg of 1.30). Factory I/S ratio edged

up to 1.48 (vs. its long-term avg of 1.40).

• None of the four horsemen of economic activity are near levels that

historically have signaled a deep recession. Instead, current levels suggest

that if the U.S. does enter a recession in 2022-23, it’s likely to be relatively

mild with minimal disruptions to key economic sectors.
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Global PMIs have rolled over 

• The chart on this page shows the strength of the global economy over time

as measured by the Purchasing Managers Index (PMI). The PMI is

designed to help decision-makers, analysts, and investors assess current

and future business conditions. The PMI measures the direction in which

economic trends are headed in the manufacturing and service sectors. It

outlines whether the purchasing managers view the economy as

expanding, stable, or contracting. A level of 50 marks the difference

between accelerating and decelerating growth in economic activity. A

reading above 50 indicates that economic activity is expanding and vice

versa. Green suggests that economic growth is accelerating, while red

indicates that economic growth is decelerating.

• The chart's top line represents what to expect from global GDP over the

next quarter or two, which remains in an upward trend. The global

economy is still growing in services and manufactured goods, albeit

slower. As the PMIs slow, commodity prices begin to fall, production

catches up with demand, and inflation begins to recede. Each of these is

likely to influence the behavior of global central banks and the U.S.

Federal Reserve.

• Before the September 2022 FOMC meeting, two-quarters of negative GDP

could be in the books. And if the Fed sees inflation coming off the boil and

growth close to stalling, the Fed could signal a change in policy. We agree

with the future's market and don't believe the Fed will be able to raise rates

to 3.50% before year end. So while recognizing there's plenty to feel

pessimistic about, we also believe the economy is slowly returning to

balance.
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The Fed is targeting $100B run-off per month of its balance sheet

• Reserve Bank Credit, or interest-bearing assets on the Fed balance sheet, sits

at $8.9 trillion, compared to $4.2 trillion before the current QE regime

began. The $5.7 trillion in Treasury's holdings represents 24% of Treasury

debt held by the public, compared to a $2.56 trillion government bond

portfolio representing 14.6% of total marketable Treasury holdings 24

months ago. According to the latest minutes, policy makers agreed that a

monthly cap of $95 billion, including $60 billion in US Treasury notes and

$35 billion in mortgage-backed securities (MBS), would be appropriate with

a phase-in period over three months.

• When the Fed last shrank its balance sheet in 2017, it began with monthly

caps of $6 billion in Treasuries and $4 billion in mortgage-backed securities,

eventually rising to $30 billion and $20 billion. It is widely expected that the

Fed will begin reducing its balance sheet in May at a rate of $95 billion per

month. Because the recovery has been stronger and faster than the Fed

anticipated, policymakers expect to shrink the balance sheet more rapidly

than in the previous recovery. The caps set to govern the pace of asset roll-

off will be significantly larger and phased in much faster. The reduction in

the balance sheet will contribute to monetary policy tightening over and

above the expected increases in the policy rate. The runoff in the balance

sheet is a critical issue that we plan to monitor closely. Its impact can

potentially pull forward the possibility of a recession and a corresponding

bear market in stocks.
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Fixed income valuations have improved 

• The fixed income part of the portfolio had a challenging start to the year, with the

Barclays Aggregate Bond Index (duration 6.78yrs) declining by -10.26%. Since 1997,

this 6-month return represents a -3.0 standard deviation event. The Empirical Rule

states that 99.7% of data observed following a normal distribution lies within three

standard deviations of the mean. So, the considerable drawdown in bonds during the

first half of 2022 was a rare event, occurring on less than 0.3% of all days. The

catalysts driving the selloff in bonds are well-known, including rising inflation,

aggressive Fed-speak, and investors quickly pricing in 5 to 6 rate hikes through

yearend.

• As a result of the repricing, the bond market looks more attractive today than just

about any time in the past ten years. The chart on the left shows the yield-to-worst

across different fixed income sectors, with the gray bar representing the 10-year range,

the purple bar representing the 10-year median yield, and the blue diamond

representing yields today. As the chart shows, yields of most fixed-income securities

are sitting near the high end of their 10-year range.

• One question we have been receiving in conversations with clients is what happens to

defaults in the event of a recession? Broadly, credit spreads remain well-behaved.

Corporate revenue and earnings growth remain positive, and coverage ratios are solid.

Many companies have reduced leverage and continue sitting on stockpiles of cash.

While we expect some stress if/when the U.S. economy dips into recession,

particularly in the lower-rated parts of the credit markets, we don’t expect default rates

to spike meaningfully higher.

• For this reason, we continue to be comfortable allocating to specific credit funds, such

as the Cliffwater Direct Lending Index Fund. We also added duration as a hedge to

slower economic growth. (i.e., Ticker IEF)
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Diversification benefits of Satellite Assets 

• Wellspring believes alternative sources of income continue a

transition from optional to essential when it comes to generating

higher income and yields and protecting traditional stock/bond

portfolios. The chart on the left shows the current yields in Direct

Lending (7.7%), Infrastructure (4.7%), Real Estate (4.2%), and the

Transportation sector. Each of these industries offers an attractive

alternative income source distinct from the traditional bond/stock

portfolio. In addition to the more attractive bond yields discussed on

the prior page, we continue to assess alternatives sources of income

for reducing volatility and diversifying portfolio risks. Over time, we

believe this leads to more stable returns and a smoother ride for client

portfolios.

• We also introduced hedge assets to the portfolio in the past year.

During periods of increased market stress, hedge assets such as

Blackrock's Systematic Multi-Strategy Fund (Ticker: BIMBX) have

performed exceptionally well. Historically this fund has provided

significantly less volatility than stocks and less interest rate risk than

fixed income. BIMBX has been a reliable alternative to fixed income

and equity holdings. The fund is down just -2.87% YTD but is up

+1.92% over the trailing one-year period.
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Earning power & mean reversion suggest MSD returns 

Wellspring now expects full-year normalized earnings for the S&P500 of $204.30 vs. consensus estimates of $224.54, or about 9.01% less. The chart on the left shows that corporate profits 
(red line) have been above trend (red dotted line) since 2020, which likely pulled forward some future returns in stocks. It's important to remember that the S&P500 returned +31.44, 
+18.37%, and +28.66% in 2019, 2020, and 2021, respectively, vs a 9.9% average annual since 1929. We expect the recent above-trend returns and earnings growth to mean revert over the 
next 12-36 months and possibly even overshoot to the downside. At its current price of 3,800, the  S&P500 is valued at 17.6x forward 12-month earnings  (blue bars in the chart on the 
left). This puts stock valuation in the 57th percentile of the market since 1988, which we believe limits upside in stocks. Assuming the U.S. economy enters a recession in the next 12 
months and corporate earnings decline 13 to 17% (the historical median and average during recessions), we could see the S&P500 decline to the bottom quartile of its long-term valuation 
range, or about 15x forward earnings, which equates to 3200 to 3400 on the S&P500. At this level, we project that the average annual growth in the market would be back to its long-term 
average of 8-9%.
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High energy prices expected to have limited impact on U.S. consumer

Another common question from clients has been what will it take for this market to

turn around? We believe it could be any number of things.

1. A more dovish than expected Fed

2. Better than expected inflation

3. Stronger than expected corporate profits

4. A ceasefire in Ukraine

5. The ISM PMI Mfg. Index holding in low-50s

Any of these developments could shift the market in a more positive direction,

especially since capital markets are forward-looking. The equity market will bottom

well before the economic data troughs. As we consider the return potential for U.S.

equities, stocks begin to look attractive at slightly lower valuation levels. The chart

on the left-hand side shows the returns stocks generate if it takes one year (28.5%),

two years (14.2%), three years (10.0%), four years (7.9%), or five years (6.6%) for

the S&P500 to return to its peak. Even if it takes five years, investors still experience

an annualized return of nearly 7.0%. At the end of 2021, our valuation models for

stocks and bonds projected only modest returns over the next ten years. Today, the

analysis starts from a much different level.

Because of the recent volatility, the opportunity for attractive returns is reemerging.

Recessions and drawdowns are key parts of every healthy economic and market

cycles. We believe each is a necessary element that helps eliminate the excesses and

position portfolios on a healthier glide path to meet client objectives long term.
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Consumer confidence at lowest level in 50 years

• This is arguably one of the most important graphics in the presentation

because it reminds us of an important and successful strategy. Warren

Buffett once said it is wise for investors to be "fearful when others

are greedy, and greedy when others are fearful." Investor sentiment

is an excellent contrarian indicator. When asked which parts of the

market we are likely to lean into, the response is that it depends. Today,

investor sentiment is comparable with where it has been at prior market

bottoms or periods of deep economic recession. The market has re-

rated, and we believe it presents an opportunity for long-term investors.

• We recognize that the first half of 2022 has been extremely

challenging, but we also appreciate that it’s always the darkest before

dawn. In the eight sentiment troughs since 1970, the average

subsequent 12-month returns of the S&P500 have been +24.9%.

• So, while this is not an attempt to call the bottom, it is a recognition that

a lot of negative news and investor sentiment is already discounted at

current prices. This informs an increasingly positive view when we

think about the opportunities across capital markets, not just during the

second half of this year but over the longer term..
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Intra-year volatility should be expected

Investing involves risk and periodic market drawdowns are normal. Since 1980, the

S&P 500 Index has experienced an average 14% peak-to-trough decline in any given

year. Half of the years since 1980 have seen at least a 10% correction. We expect

volatility to remain above its long-term average with a wider distribution of possible

outcomes. Markets can recover from intra-year drops and finish on a positive note,

which should encourage investors to stay the course when things get choppy. As

much as possible, Wellspring attempts to anticipate the potential of adverse shocks

and mitigate the risks that are most likely and potentially harmful. Topping the list of

potential risks to the portfolio:

1) Inflation's impact on long-duration assets

2) The increase in the Fed's balance sheet from $2 trillion in 2010 to $9 trillion in

June 2022 has added to the inflationary pressures

3) The economic fallout of Russia’s war with Ukraine

4) The risk of higher energy & food prices and their impact on living standards

5) The prospects for more hawkish central banks and impact of higher rates

6) The average home mortgage is $450,000 today vs. less than $300,000 in 2012.

In nominal terms, the spike in housing prices is more significant than the 2006 -

2008 housing bubble.

7) The reemergence of COVID variants and their impact on the global economy,

especially in China

8) A Debt-to-GDP ratio above 100%, a level that evidence shows has hurt

economic growth throughout history.

Each risk has the potential to keep volatility well above its long-term average,

holding returns and animal spirits in check.
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Asset allocation decisions drive portfolio returns 

By studying the changes in asset allocation for Institutional and

Endowment portfolios over the past five years, we gain insight into

the collective wisdom of investment committees across the U.S. While

only a snapshot in time, the allocations and, perhaps more important -

the changes in allocation reflect investment committees’ outlook on a

specific risk asset. For example, over the past five years, Endowment

Funds (dark green bars) increased their allocation to equities from

27.0% to 35.2% (+8.2%), while Corporate D.B. Plans reduced the

allocation from 48% to 32.1% (-15.9%). The increase in equities by

Endowment funds was sourced primarily through a reduction in the

allocation to Real Estate. Over the past five years, real estate returned

+12.6% annually, while U.S. equities returned +17.8%. The increased

allocation to Equities added value to institutional portfolios.

Alternatively, Corporate D.B. Plans derisked portfolios, increasing

their allocation to fixed income from 38% to 49.9% over the past five

years, sourcing funds primarily through a 15.9% reduction in the

allocation to equities. Asset allocation decisions are important. The

Family Office/High Net Worth model leans toward the Endowment

model, with a growing allocation to satellite, hedge assets, and private

equity.
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It’s Time in the Market not Market Timing

The chart of the left shows the range of outcomes for rolling periods (1-, 5-, 10-, & 20

years) for stocks, bonds and a 50/50 blend over the last 71 years. For example, since

1950, the 10-year return on stocks has ranged from +19% to -1%, with 95% of the

rolling 10-year periods posting positive returns. For the 10-year period ending 2021,

stocks returned +15.8% per year.

The S&P 500 has gained an average of +11.1% per year (total return) over the last 50

years (i.e., 1972-2021). In the past three years, the S&P500 has returned +28.9%,

+16.3% and +26.89% (2019, 2020, 2021, respectively). The NASDAQ composite

returned +35.2%, +43.6% and +21.4%, in 2019, 2020, 2021, respectively, equal to

+33.1% per year and its best 3-year run since 1997-1999. We believe it’s reasonable

to assume some pull-forward of future returns has occurred as a result of extreme Fed

policy.

Since 1950, the S&P500 index has been up 54% of 18,118 trading days, 61% of 864

months, 67% of 288 quarters and 74% of 72 years. The S&P 500 has been positive in

17 of the last 19 years. Over the long-term, the S&P 500 has been up 40 of the last 50

years, i.e., 80% of the time.

The total return for the S&P 500 over the last 30 years (1992-2021) was a gain of

+10.6% per year. If you missed the 30 best percentage gain days over the last 30

years (i.e., 30 days in total, not 30 days per year), the +10.6% annual gain falls to a

+4.4% annual gain.

Stay the course!
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Risks and Disclosures

This document is a general communication being provided for informational purposes to Wellspring clients only. It is educational in nature and not
intended to be taken as advice or a recommendation for any specific investment product, strategy, plan feature, or other purposes in any
jurisdiction, nor is it a commitment from Wellspring Financial Advisors, LLC, to participate in any of the transactions mentioned herein. Any
examples used are generic, hypothetical, and for illustration purposes only. This material does not contain sufficient information to support an
investment decision and should not be relied upon by Wellspring clients or others in evaluating the merits of investing in any securities or products.
Investors should request an independent assessment of the legal, regulatory, tax, credit, and accounting implications and determine if any
investment or asset class mentioned herein is believed to be appropriate to their personal goals. Investors should ensure they obtain all available
relevant information before making any investment. Any forecasts, figures, opinions or investment techniques and strategies set out are for
information purposes only, based on certain assumptions and current market conditions and are subject to change without prior notice. All
information presented herein is accurate at the time of production, but no warranty of accuracy is given, and no liability in respect of any error or
omission is accepted. It should be noted that investments involve risks, and the value of investments and the income from them may fluctuate under
market conditions and taxation agreements, and investors may not get back the full amount invested. Both past performance and yields are not
reliable indicators of current and future results.


