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Third Quarter Growth Limited by Concerns Over U.S. Government Funding and Chinese Real Estate

The U.S. stock markets surged in the beginning of the third quarter, before shedding much of its gains near the end of the quarter. A potential bankruptcy
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Market Performance
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Dow Jones Industrial Average
This Quarter -1.90%
Year-to-Date +10.55%

S&P 500
This Quarter +0.16%
Year-to-Date +14.66%

Nasdag Composite
This Quarter -0.31%
Year-to-Date +12.07%

Indices are unmanaged and you
cannot invest directly in an
index

of the largest real estate firm in China, coupled with an already over-priced stock market and government funding
issues in Congress, set the stage for a pullback as major market indices remained relatively flat in the third quarter.
The S&P 500 (+14.66% YTD) and Dow Jones Industrial Average (+10.55% YTD) remained in positive territory for the
year.

. Gross Domestic Product (GDP) increased at a rate of 6.6%% in the second quarter of 2021, following an
increase of 6.3% in the first quarter of 2021. The increase in GDP in the first quarter is largely due to increases in
personal expenditure, nonresidential fixed investment and state/local government spending (source: www.bea.gov)

. The National unemployment rate levels showed a downward trend, with the following rates for June (5.9%),
July (5.4%) and August (5.2%) of 2021. We believe the unemployment rate will decrease slightly over the next 12
months. (Source: www.bls.gov)

. Nonfarm productivity increased at rate of 2.1% in the second quarter of 2021, with increases in output (8.1%)
and increases in hours worked (6.0%) for the second quarter of 2021. From the second quarter of 2020 to the second
quarter of 2021, nonfarm productivity increased 1.8%. (source:www.bis.gov)

° Changes in the Consumer Price Index (CPl) remained nominal as it increased 0.9% in June 2021, 0.5% in July
2021 and 0.3% in August of 2021. We expect inflation to remain low for the next 12-18 months. (source: www.bls.gov)

. Personal Income increased by $225.9 billion (+1.1%) in July of 2021, following by an increase in June (+.2% or
$372 b|II|on) of 2021. (Source: www.bea.gov)

o Corporate profits (profits from current production) increased in the second quarter of 2021 by $234.5 billion,

following an adjusted increase in the first quarter of 2021 of $123.9 billion. (source: www.bea.gov)


http://www.bls.gov/
http://www.bea.gov/

INVESTMENT AND INSURANCE PRODUCTS: NOT FDIC-INSURED NO BANK GUARANTEE MAY LOSE VALUE
An Overvalued Market?

In analyzing the overall stock market to determine whether it can be considered at fair value or over/under valued, one factor that we look at is the price
to earnings ratio of the S&P 500 index. In general, a price to earnings ratio can be applied to individual stocks as well to determine whether the current
stock price is supported by the company’s current earnings.

Historically, a price to earnings ratio of 18-22 for the S&P 500 index has been considered fair value. This means that the underlying earnings being reported
are in line with the current S&P 500 index value. Once this ratio climbs above 30, we consider the broad stock market to be overvalued, and we’ve been
above 30 for all of 2021. At some points the S&P 500 P/E ratio has been above 40, which is very overvalued.

With this data, we do consider this to be an overvalued stock market, and we will continue to monitor this, along with other economic indicators such as
GDP, unemployment, corporate earnings and consumer spending to determine the direction of the stock markets and the economy. For now, we don’t
recommend additional purchases into the overall stock market until we feel it’s better valued. Though forward estimates show signs of the price/earnings
ratio falling for the remainder of 2021 and 2022, we will review the actual price to earnings ratio as a measure of market valuations.

Price to Earnings Ratio of the S&P 500 Index
Jan 2000 - Sept 2021
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2021 Required Minimum Distributions

IRA account holders are generally required to take annual distributions from their IRA accounts after they
turn 72. The RMD rules apply to all employer sponsored retirement plans (i.e. 401(k), 403(b), profit sharing
plan) and all IRA-based plans (i.e. traditional, SIMPLE, SEP).

Under the SECURE Act, if you reach the age of 70 % in 2020 or later, RMDs won’t begin for you until age 72.

We will be reaching out to clients who haven’t fulfilled their current year RMD to ensure any distributions
that need to be made are completed by year end.
If you have any questions about how this may impact your retirement accounts with us, please call our

office.
Annual Client Profile Review

On a yearly basis, we like to review any updates to clients’ risk tolerance profiles. Please contact our office to
review or to make any updates to the following:

Time Horizon — This measures the expected years you plan to invest your financial goals
Short Term (0-5 years)
Intermediate Term (5-10 years)
Long Term (10+ years)

Liquidity Needs — This measures the ease with which you can meet financial obligations with available assets
None
Moderate
Significant
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PLEASE RETURN ANY CHANGES TO
YOUR CLIENT PROFILE IN THE
- ENCLOSED ENVELOPE.

Financial Priority — Please choose one
Less Volatility, even if that means there is little growth potential
Investment income, with some growth potential
Some investment income, but more growth potential over the long term
The highest growth potential over the long term

Risk Tolerance — How would you rate your willingness to take risk?
Overylow DOLlow 0[O Moderate [OHigh O Very High
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CHB Investment Group Observations

e With the trend of stocks moving from overvalued to more fairly valued, we see modest potential for additional growth throughout 2021. We suggest a

5-10% reallocation to fixed income, depending on your risk tolerance and current portfolio goals.
e We have a neutral bias in residential and corporate real estate. We remain cautious as housing markets will be negatively impacted if inflation and

market interest rates increase.
e We continue to favor corporate debt over Treasury bonds. We expect the Federal Funds target rate to remain at or near 0.00% for the rest of 2021.

This is provided for informational purposes only. We need to review your investment objectives, risk tolerance and liquidity needs before we introduce suitable managers/investment
programs to you. All investing involves risk including the possible loss of principal. Mid-cap stocks are generally more volatile, subject to greater risks and are less liquid than large company
stocks. There are special risks associated with an investment in real estate, including the possible illiquidity of the underlying properties, credit risk, interest rate fluctuations and the impact of

varied economic conditions.

CHB Investment Group News

e We have completed our transition to Charles Schwab and Co. as the custodian of our clients’ assets. We are available to assist with any questions

concerning online access, statement bundling, electronic documentation selections or any other items that may arise.
For clients who would like to receive non-confidential information regarding general market conditions and CHB Investment Group updates, please send your preferred e-mail
address to chris.lindenthal@chbinvestmentgroup.com

Past performance is no guarantee of future results. Indices are unmanaged and you cannot directly invest in an index.

The S&P 500 Index consists of 500 stocks chosen for market size, liquidity, and industry group representation. It is a market value weighted index with each stock’s weight in the index proportionate to its market value.

The Dow Jones Industrial Average is a price-weighted index of 30 “blue-chip” industrial stocks

The NASDAQ Composite Index measures the market value of all domestic and foreign common stocks, representing a wide array of more than 5,000 companies, listed on the NASDAQ Stock Market.

Stocks offer long-term growth potential, but may fluctuate more and provide less current income than other investments. An investment in the stock market should be made with an understanding of the risks associated with common
stocks, including market fluctuations. The prices of small company stocks are generally more volatile than large company stocks. They often involve higher risks because smaller companies may lack the management expertise, financial
resources, product clarification and competitive strengths to endure adverse economic conditions. There are special risks associated with an investment in real estate, including credit risk, interest rate fluctuations and the impact of
varied economic conditions.

Investing in fixed income securities involves certain risks such as market risk if sold prior to maturity and credit risk especially if investing in high yield bonds, which have lower ratings and are subject to greater volatility. Bond prices
fluctuate inversely to changes in interest rates. Therefore, a general rise in interest rates can result in the decline of the value of your investment. All fixed income investments may be worth less than original cost upon redemption or
maturity.

Investing in foreign securities presents certain risks not associated with domestic investments, such as currency fluctuation, political and economic instability, and different accounting standards. This may result in greater share price
volatility. Diversification does not guarantee profit or protect against loss in declining markets.

This newsletter is designed to provide accurate, authoritative information. Wells Fargo Advisors Financial Network is not engaged in rendering legal, accounting or tax advice. If legal, accounting, or tax assistance is required, the
services of a competent professional should be sought. The hiring of a professional is an important decision and should not be based on advertising. Ask for written information stating qualifications, experience and Firm association
before making a decision.

This report is provided courtesy of your Investment Advisor, Christopher H. Brashier, who can be contacted at 215-862-6900. The material has been prepared or is solely distributed for information purposes and is not a solicitation or
an offer to buy any security or instrument or to participate in any trading strategy. Additional information is available upon request.

You should be receiving statements at least quarterly from Charles Schwab & Co., LLC. If you are not receiving these statements, or you need another copy of a statement, please call us and we will provide one to
you. Clients are encouraged to review the information on the statements, especially the amount of fees deducted, and compare that information with any information provided by CHB Investment Group, LLC. If
there are any questions or discrepancies, please contact us as soon as possible
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