EQUITY MARKET UPDATE

FIRST QUARTER 2024

Market Review

Equity markets continued to be kind to investors as we started 2024.
Resilient economic growth and reassuring corporate earnings allowed
stocks to build upon last year’s gains. Growth-oriented stocks continued to
outperform, although market gains were fairly broad. For the first quarter, George L. Smith Ill, CFA®

the S&P 500° Index gained 10.6% to record highs and the Russell 2000° Managing Director

Index advanced 5.2%. Three primary forces seem to be driving markets: Chairman, Investment Policy Committee
the economy, Fed policy and artificial intelligence (AD). 804-780-2155

Let’s take a look at these forces. First and foremost is the economy, which gsmith@investdavenport.com
has been a positive surprise. A year ago, calls for a recession or so-called
“hard landing” were widespread as investors thought higher interest rates
would put the brakes on economic growth. Investors then shifted towards
acceptance of a “soft landing” as the economy kept chugging along. Now, many pundits are embracing the notion of “no
landing” as the economy continues to surprise to the upside. In fact, fourth quarter Gross Domestic Product (GDP) grew
3.2% as compared to expectations for 2%. What’s more, growth has surpassed 2% for six straight quarters, defying calls
for economic weakness.

Then there’s the Federal Reserve’s interest rate policy. Late last year, policymakers indicated the rate hike cycle had ended
alongside evidence of cooling inflation. They even signaled the likelihood of interest rate cuts in 2024 in order to stimulate
the economy amidst any signs of weakness. The notion of a shift to more accommodative policy helped prompt a violent
year-end rally for stocks. Recent economic strength makes such cuts less likely, yet markets have continued rallying
anyway. So what gives? For one, it appears investors are prioritizing reduced recession risks over delayed rate cuts. Two,
while rate cuts may take longer than thought to come to fruition, the Fed is standing at the ready and providing an implicit
backstop to the economy and markets.

Finally there’s the powerful theme of generative artificial intelligence (Al), which stormed onto the scene early last year
and continues to captivate market participants. The new era of Al holds tremendous promise and could drive workforce
productivity, enable cost savings and lead to a vast array of new products and services. Corporations are spending heavily
to incorporate generative Al into their businesses and enablers of the technology, particularly large cap technology
companies, continue to lure investors. Case in point is Nvidia (NVDA), which makes the computing chips with massive
power and scale required to support generative Al demand. Shares of NVDA were up an astonishing 82% in the first
quarter after more than tripling last year.

Overall, the current environment does indeed appear to be very supportive of equities. The economy is on firm footing,
the policy backdrop is constructive, and a generational technology shift is creating new growth opportunities. The primary
negative is that the market’s overall valuation now seems to reflect much of the good news. Many stocks are hitting new
highs and the S&P 500 is now trading at 21x earnings estimates for this year, relatively high when compared to recent
years (the 10-year average is 18x). As one might expect, investor sentiment has also improved dramatically. We wouldn’t
say investors are euphoric, but they are definitely feeling much better versus a year ago when pessimism was widespread.

This all leads us to say the market’s risk/reward profile seems more balanced following a stretch of robust gains. We are
still finding deals, many of which fall outside the large cap technology arena. However, we are sensitive to higher valuations
and the overall opportunity set is a somewhat smaller than 6-12 months ago. Thank you for your trust and please refer to
our portfolio letters for performance updates and specific ideas.

Sincerely,

Pnige L _Emith T

George L. Smith Ill, CFA®
Chairman, Investment Policy Committee
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Important Disclosures:

Any opinions expressed here are statements of judgment on this date and are subject to future change without notice. This information may contain forward
looking predictions that are subject to certain risks and uncertainties which could cause actual results to differ materially from those currently anticipated

or projected. The information contained herein has been compiled from sources believed to be reliable; however, there is no guarantee of its accuracy

or completeness. There is no guarantee that a company will continue to pay a dividend. The investment return and principal value of an investment will
fluctuate. Small and mid cap company stocks may be more volatile than stocks of larger, more established companies. The portfolios may invest in foreign
securities which are subject to additional risks such as currency fluctuations, political instability, differing financial standards and the potential for illiquid
markets. The information provided in this letter should not be considered a recommendation to purchase or sell any particular security. Performance shown
is historical and is no guarantee of future results. Investing in securities carries risk including the possible loss of principal.

Data as of 03/31/2024 ©2024 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content
providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are
responsible for any damages or losses arising from any use of this information.

Index Definitions:

The S&P 500 Index is comprised of 500 U.S. stocks and is an indicator of the performance of the overall U.S. stock market. Standard & Poor’s Financial
Services LLC, a division of S&P Global, is the source and owner of the registered trademarks related to the S&P 500 Index. The Russell 2000 Index
measures the performance of the 2000 smallest companies in the Russell 3000® Index, representing approximately 8% of the total market capitalization of the
Russell 3000. The Russell Midcap Index measures the performance of the 800 smallest companies in the Russell 1000®, which represent approximately 25%
of the total market capitalization of the Russell 1000. London Stock Exchange Group PLC and its group undertakings (collectively, the “LSE Group”). © LSE
Group 2024. FTSE Russell is a trading name of certain LSE Group companies. “Russell®” is a trade mark of the relevant LSE Group companies and is used
by any other LSE Group company under license. All rights in the FTSE Russell indexes or data vest in relevant LSE Group company which owns the index

or the data. Neither LSE Group nor its licensors accept any liability for any errors or omissions in the indexes or data and no party may rely on any indexes or
data contained in this communication. No further distribution of data from LSE Group is permitted without the relevant LSE Group company’s express written
consent. The LSE Group does not promote/sponsor/endorse the content of this communication. An investor cannot invest in these indices and their
returns are not indicative of the performance of any specific investment.
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