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Letter to Investors

Sir Isaac (Newton) explained gravity with an enduring phrase: “What goes up must come
down.” We expect that, at some point, the same physics would apply to the underlying values
of essentially all risk assets investors hold should the Fed successfully execute “policy normali-
zation” — meaning an end to financial repression — read: the artificial suppression of interest
rates and extraordinary money printing operations known as Quantitative Easing (QE).

— “Newton’s Laws 2.0” essay from the SaratogaRIM 2021 Q4 (Annual) Report; Published 1/13/22

tock valuations have contracted and,

for the first time in several years, could
soon approach levels we would view as
more reasonable. That said, little in the cur-
rent financial climate inspires optimistic
commentary. As we stand roughly at the
midpoint of 2022, the S&P 500 has officially
entered bear market territory, having fallen
by more than 20% since its January 3" all-
time high.

Against the backdrop of rising interest rates
and the resulting heightened volatility, all
eleven macro-sectors of the S&P 500 are
now down at least 15% from their peaks.
Furthermore, traditional diversification be-
tween stocks and bonds has failed to pro-
vide relief. In the first half of 2022, the tradi-
tional 60/40 portfolio (60% stocks, 40%
Bonds) suffered a negative total return of
16.1%, marking the worst first six months of
any year since 1976. Not even during the
bear markets associated with the Great Fi-
nancial Crisis or the dotcom bust did a
60/40 portfolio perform so poorly over any
six-month time frame.

Elsewhere, participants in virtually all asset
classes have navigated a sea of red, the
color used to depict declining asset prices
on computer monitors. Only six months
ago, we wrote about inflation’s worrying
surge, noting that, eventually, financial
gravity would reassert itself — a process that
quite clearly appears to be unfolding around
us.

Observers betting on inflation’s transience
have gone silent, or recanted. “I think | was
wrong then about the path that inflation
would take,” said Treasury Secretary Janet

Yellen on May 31°%. “There have been un-
anticipated and large shocks to the econo-
my that have boosted energy and food pric-
es and supply bottlenecks that have affect-
ed our economy badly that | didn’t at the
time fully understand.” To which she added:
“Shocks to the economy have continued,
but inflation is the number one concern.”

It was a gotcha moment, to be sure. But
looking beyond unanticipated warfare in Eu-
rope, and the resultant turmoil in global en-
ergy markets, the real import of Yellen’s
shift lies in her former position as Fed chair,
which suggests an institutional underesti-
mation of inflation’s potential to wreak hav-
oc. Along those lines, until recently, Yellen’s
successor, Fed Chairman Jerome Powell,
had come under sharp criticism even within
the hallowed halls of the Fed for being “late”
to wind down its money-printing operations
or meaningfully raise interest rates above
zero.

Given that Yellen's epiphany on inflation
appears to have been shared by Powell
and his team, the most important dynamic
to consider going forward is just how signifi-
cant the impact of Fed tightening will be in
terms of demand reduction, and will the un-
intended consequence be to push the econ-
omy into recession? The Fed hopes to
thread the needle by engineering enough of
a cooling to lower prices without crushing
growth, a scenario often referred to as a
“soft landing.”

History doesn’t appear to be on the Fed’s
side. Since the early 1980s, six of the eight
rate-hiking cycles implemented by the
world’s largest central bank ended in reces-
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sion. And unfortunately for the Fed, despite
today’s existence of powerful inflationary
pressures on both the supply and demand
sides of the economy (meaning supply
shortages due to the pandemic or the war
in Ukraine plus strong demand from multi-
ple rounds of fiscal stimulus), its policies
can only address half of the problem — by
tamping down demand. Given the blunt-
ness of the Fed’s tools, such demand sup-
pression could easily lead to demand de-
struction and a recession as real GDP
growth will likely be negative for a second
consecutive quarter.

Odds makers that matter (i.e., business
leaders) increasingly believe a recession is
on the horizon, if not already here. The
Conference Board survey conducted in mid
-May showed nearly two-thirds of CEOs
and other C-suite executives expect a re-
cession by the end of 2023 — triple the num-
ber expecting an economic contraction at
the start of the year.

Stagflation

To date, the Fed has increased interest
rates from a range of 0 — 0.25% to 1.50 —
1.75%, with current expectations projecting
the level to be 3.50 — 3.75% at the end of
2022. This represents a massive discon-
nect from forecasts at the beginning of
2022, when expectations were for a Fed
Funds Rate of roughly 1% by year’s end.
Clearly, inflation being higher than expected
for longer than anticipated has forced the
Fed’s hand by triggering changes in expec-
tations that, once untethered, are tough to
control.

Powell’'s strategy is simple enough: he
hopes that, by raising interest rates and al-
lowing the Fed’s balance sheet to run off
(i.e., Quantitative Tightening, or “QT"), it will
increase the cost of borrowing sufficiently to
reduce consumer spending. This process
also involves reversing the so-called
“‘wealth effect”, a behavioral theory which

holds that people spend more as the value
of their assets increase, and vice-versa. In
an opinion piece written in April, Bill Dudley,
former President of the Federal Reserve
Bank of New York, elaborated on this aim,
stating “financial conditions need to tighten.
If this doesn’t happen on its own, the Fed
will have to shock markets to achieve the
desired response ... one way or another, to
get inflation under control, the Fed will need
to push bond yields higher and stock prices
lower.”

And, it has. It seems clear to us that the Ii-
quidity so recently provided by fiscal and
monetary stimulus played a significant role
in sending the values of financial assets
such as stocks, bonds and real estate to
levels rarely witnessed in the past. Howev-
er, while the Fed has proven its ability to
influence the direction of financial asset
prices, it has displayed little control over the
velocity of these moves. Greed and fear
tend to exact a more significant influence in
the moment, which can bring down asset
prices far faster than they rose. High or ris-
ing volatility also tend to occur during de-
clining markets like the one we’ve experi-
enced so far this year. For example, Snap-
chat recently dropped 40% in a single day,
the behemoths Facebook and Amazon both
lost a quarter of their values in a single trad-
ing session, and several mega-retailers ex-
perienced their largest one-day declines
since 1987.

We’ve already seen that the early stages of
quantitative tightening have impacted finan-
cial assets. However, the effects of mone-
tary policy on inflation tend to occur with a
significant lag. While the delay can vary
considerably, an analysis published in the
International Journal of Central Banking
concluded the “average transmission lag is
twenty-nine months.” In addition, famed
economist Milton Friedman presented re-
search in the 1970s indicating a roughly two
-year lag between policy actions and their
effect on prices. Most important, he con-
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cluded that, “clearly, monetary changes
take much longer to affect prices than to af-
fect output,” the consequences of which we
believe could manifest in a period of
“stagflation.”

Stagflation refers to an economy simultane-
ously experiencing high inflation and low or
negative economic growth. The result is a
double whammy for both consumers and
investors. Everything becomes more ex-
pensive at the same time companies are
increasing layoffs and minimizing wage in-
creases to deal with the more challenging
business environment. The last time we wit-
nessed this toxic mix was the 1970s: a peri-
od that saw poor returns for stock and bond
investors alike.

Mohamed El-Erian, chief economic adviser
at Allianz, asserted in a recent interview
that we are “already in a period of stagfla-
tion” in the U.S. He also noted that this en-
vironment is “the worst thing for central
banks, especially for the Fed, because it
puts its two objectives [low unemployment
and stable prices] in conflict with each oth-
er.”

Recent data appears to support these con-
cerns. First-quarter real GDP contracted
1.4% on an annualized basis, and the At-
lanta Fed’s GDPNow models (a real-time
estimate of GDP) currently forecast second-
quarter GDP growth to fall 1.2%, a sizable
decline from its estimate of 2.5% growth in
mid-May. On the inflation side, the Cleve-
land Fed’s Inflation Nowcasting models cur-
rently forecast July CPI headline inflation to
increase 8.95% year over year after a high-
er-than-expected increase of 9.1% in June,
which marked the fastest rise since 1981.

Pulling the Plug on Liquidity

As you can imagine, company fundamen-
tals come second to ‘narratives’ in a world
awash in liquidity. When seemingly unlim-
ited amounts of money are available to

even marginal businesses, the ability to
produce current profits and cash flow are
deemed far less relevant than the ability to
attract speculative investment flows based
on the potential of what may be produced
decades down the road. That environment,
built and sustained by the Fed’s guiding
hand since the Great Financial Crisis, led to
sky-high valuations for many companies —
especially those with no profits and little
certainty that any would materialize in the
future.

Today, with inflation hovering at its highest
levels in nearly four decades, the Fed has
only recently begun the process of draining
liquidity out of the financial system by initiat-
ing a new Quantitative Tightening program
(QT) to shrink its bloated balance sheet.
And dwindling liquidity only exacerbates the
volatility commonly seen during bear mar-
kets.

One historical symptom of bear markets
has been the prevalence of so-called bear
market rallies. During bear markets, it is
common for stock prices to experience
rocket-like surges and spark false hopes
that THE low has been made, only to fade
and eventually see lower lows. These look
like good blastoffs but fail to reach orbit;
each surge is surpassed in magnitude by
another sell-off to a new low. Also called
relief rallies, they can be large and seduc-
tive.

During the dotcom crash, for example, the
Nasdaq recorded eight bear market rallies
of roughly 20% or more, four of which ex-
ceeded 30% and the largest that ran up
56% before faltering as markets yet again
retreated to new lows. These rallies and
subsequent declines serve as traps that
can entice investors to make behavioral
mistakes and crush nest eggs as the men-
tality among beaten down investors shifts
from “it can’t go lower” to “it’s never coming
back.” It is precisely during these types of
environments that many investors make the
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worst decisions by panic selling at or near
the bottom. Long-term investors must ig-
nore these types of impulses.

While our strategies are not immune to the
impact of deep corrections or full-blown
bear markets, we have historically tended
to avoid the worst of the downdrafts and
consequently recovered quicker than the
overall market — attributes, we would argue,
stem from our focus on high quality busi-
nesses paired with disciplined valuation.

It is clear that the stocks of all companies
are subject to the rip currents and rising
and falling tides of the markets — but only to
a degree. Great companies are financially
strong enough to withstand storms and
have business models not dependent on

liquidity from the Fed to keep navigating for-
ward. That’s a critical observation as we ap-
pear to be exiting a world of massive liquidi-
ty we have all lived in since the Financial
Crisis (and the Everything Bubble created
by it) and entering a new world where com-
pany fundamentals will be increasingly im-
portant. And we believe that our adherence
to a process that limits our investable uni-
verse to high quality businesses with defen-
sible competitive advantages, and our disci-
pline to only invest in them when reasona-
bly priced, should reduce our downside
risks and allow our client base of long-term
investors to confidently weather this volatile
investment climate.

Marc Crosby, CFA, CPA
President | Analyst | Portfolio Manager

Trailing 12-Month Investment Results
Fig. 1: SaratogaRIM Large Cap Quality & Focus vs. S&P 500 TR Trailing 12-Months
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Source: FactSet, SaratogaRIM. Past investment results are not a guarantee of future results. Data presented net-of-fees. See full disclosures at the
end of this report. See GIPS Composite Report: SaratogaRIM Large Cap Quality (page 18) and GIPS Composite Report: SaratogaRIM Large Cap

Quality Focus (page 21).

Over the 12 months that ended June 30", net of fees, the SaratogaRIM Large Cap Quality and
Large Cap Quality Focus composites were down 6.08% and 7.97% respectively. Over the same pe-
riod, the S&P 500 Total Return Index lost 10.62%. These results were consistent with what we
would expect at this phase in the economic and market cycles. As with any discussion of investment
results, the SEC requires that we remind you that past performance is no guarantee of future re-
turns. Please see the following Composite Statistics and GIPS Composite Reports in addition to the

full disclosures at the end of this report.
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Demographic Inflection | By George Wehrfritz & Adam Sato

There are decades when nothing hap-
pens, and there are weeks when decades
happen. — Vladimir Lenin

he impish Bolshevik revolutionary got

that right, sort of. Change is actually
a constant, yet even those of us who pay
close attention often barely notice it in real
time because it usually unfolds at a glacial
pace — until, that is, it doesn’t. A worthier
take comes from the legendary American
Novelist Ernest Hemingway, who (while
running with the bulls in Pamplona) wrote
this in his first novel, The Sun Also Rises:

How did you go bankrupt? Two
ways. Gradually, then suddenly.

Both observations seem timely given the
upended state of today’s world. Before
our eyes, it seems, the post-Cold War era
has given way to a post-post chapter, ac-
celerated by the lingering Coronavirus
pandemic, sealed by Russia’s hot war in
Ukraine and increasingly defined by ten-
sions in the globally-important U.S.-China
relationship. Meanwhile, inflation is on the
march and, less noticeably, ageing popu-
lations in every industrialized country
have reached demographic inflection
points with important long-term economic
ramifications. In 2022 key narratives are
moving in fast-forward.

Some of the implications jump from to-
day’s headlines:

“With unemployment close to a
50-year low and nearly two job
openings for every one unem-
ployed worker — the largest dis-
parity in the U.S. economy on
record by far — American workers
are enjoying more power than

they’ve had in decades.” Barron’s
cover story, May 16™.

“U.S. job openings hit a high
point, 11.5 million, in March,”
read a New York Times business
brief in early May;

“Thousands of nurses at Stan-
ford hospitals are striking over
wages and mental health,” NPR
reported on April 25", noting that
93% of union members voted in fa-
vor of the action (which was settled
ten days later after nurses won ma-
jor concessions);

“Fast-food prices hit highest in-
crease in 41 years,” Los Angeles
broadcaster KTLA reported on April
19™. “It's just everything’s going up
in the past year,” lamented one lo-
cal fast-food connoisseur. “I guess
it's all correlated to inflation, gas,
groceries, fast food. We're all taking
a hit.”

Each of us are living variants of these sto-
ries. Huge monthly job creation tallies
dwarfed by huger worker departures.
Soaring prices at the gas pumps; sticker
shock at the grocery over costs of favorite
menu items jumping 2X or 3X. Thirty-year
mortgage rates that now approach 6%
even for well-qualified buyers. Help Want-
ed signs festooning strip malls and high
streets, interspersed with FOR LEASE
banners suggesting a glut in commercial
real estate that, when combined with the
surfeit of cubicles in office towers, bodes
ill for investors who failed to anticipate the
overnight shift to a new work-from-home
business model necessitated by the glob-
al pandemic. Collectively, we are witness-
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ing one of those weeks-as-decades mo-
ments in which history seemingly acceler-
ates.

In such times, we would argue, investors
must be particularly vigilant as they weigh
assumptions about the future. This is nev-
er an easy task given that humans typical-
ly draw too heavily from the recent past, a
mental shortcut retained since our time as
tree-dwellers. Behavioral finance calls this
the “availability heuristic,” aka the
‘recency bias,” a dramatic example of
which comes from Nassim Nicholas Tale-
b’s 2007 bestseller, The Black Swan, in
which he imagines a farm-raised turkey
nurtured lovingly from hatchling to maturi-
ty until “on the afternoon of the Wednes-
day before Thanksgiving, some-
thing unexpected will happen to the tur-
key. It will incur a revision of belief.”

Forecasting with specificity is a great way
to end up headless. Instead, we advocate
assessing ranges of plausible outcomes
to imagine possible futures. So, given this
year's huge appetite for disruption, this
essay will examine three related changes
some might have missed or discounted:
ageing societies and the disruptions they
foster; China’s slowdown and what it por-
tends; and globalization’s uncertain future.

Similar thoughts swirled as the global elite
gathered this year in Davos, the first such
power-forum since the pandemic began in
early 2020. According to one key partici-
pant, they found a changed world.
“Tension between the U.S. and China was
accelerated by the pandemic and now this
invasion of Ukraine by Russia — all these
trends are raising serious concerns about
a decoupling world,” former European
Commission President Jose Manuel Bar-
rosa, who now heads Goldman Sachs In-
ternational, told the Financial Times.
“Friction from nationalism, protectionism,

nativism, chauvinism if you wish, or some-
times even xenophobia, and for me, it is
not clear who is going to win.”

To be sure, 2022 has already upended
central bank policies, further empowered
workers, reset global trading norms and
disrupted forecasts of when — or even if —
China’s economy will surpass that of the
United States in size and global influence.
Across the industrialized world, national
governments face an end to the biggest
growth driver over the past 30+ years: the
abundant supply of cheap labor unfettered
when China and Eastern Europe joined
the global economy.

Welcome to the future.

Reversals

Wikipedia defines the availability heuristic
as follows:

The availability heuristic, also
known as availability bias, is a
mental shortcut that relies on imme-
diate examples that come to a given
person's mind when evaluating a
specific topic, concept, method or
decision. The availabil-
ity heuristic operates on the notion
that if something can be recalled, it
must be important, or at least more
important than alternative solutions
which are not as readily recalled.

If, for example, new SUVs had in recent
years sold at prices 5-10% below MSRP,
a car shopper in early 2020 might have
assumed that's what they’d get when
shopping for a new ride. Similarly, newbie
investors who jumped into crypto curren-
cies and/or meme stocks that year could
have, for a time, mistakenly believed they
were financial geniuses. Even now, multi-
national corporations with extensive sup-
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ply chains running across East Asia might
assume that — once Covid-related disrup-
tions pass — manufacturing would simply
return to business as usual. It's how the
human brain works.

Over the Easter holiday, Kevin circulated
a book entitled The Great Demographic
Reversal, which examines the cumulative
impacts of ageing across the industrial-
ized world, in particular, the waning of
China’s one-off gains due to rampant la-
bor mobilization and Eastern Europe’s in-
clusion in the global economy following
the Soviet Union’s collapse. The book the-
orizes that synchronized global ageing
spells an end to the “capitalist heaven” in-
vestors have enjoyed for decades, de-
fined by cheap labor, easy money and
rapid globalization. “Read it and read it
carefully,” Kevin urged in a text message,
noting that if the authors ultimately prove
correct, we'd be not only be thinking about
the book’s key tenets “for the remainder of
our careers,” but the higher levels of
baseline inflation rates would lead to per-
sistently elevated interest rates which
would flow directly into valuation metrics,
ours, and everyone else’s.

Its co-authors (Charles Goodhart, British
Economist, former member of the Bank of
England’s Monetary Policy Committee
and retired chair of banking and finance at
the London School of Economics, and
Manoj Pradhan, a former managing direc-
tor at Morgan Stanley) looked prescient
upon the book’s publication in early 2020,
more so given that it was written before
the Covid-19 pandemic. They warned of
persistently higher inflation over coming
decades based on changing age compo-
sitions of major industrialized economies,
a force separate and distinct from pan-
demic-induced supply shocks or stimulus
check-driven spending.

In youthful countries, they posit, disinfla-
tion and even deflation begin to hold sway
when a baby boom hits working age, but
inflation reasserts as the ratio of depend-
ents to workers grows, which happens
whenever more people are leaving the
workforce than entering it. Recently, as
applied to a swell of post-WW2 Baby-
Boomers retiring early throughout the
pandemic, this has been referred to as
“The Great Resignation.” A population’s
age structure matters because workers
produce more than they consume, but de-
pendents young or old “consume and do
not produce. Dependents are
“‘inflationary,” according to Goodhart and
Pradhan.

This idea defies long-embedded beliefs
about inflation based on the late Universi-
ty of Chicago economist Milton Fried-
man’s famous assertion that, “inflation is
always and everywhere a monetary phe-
nomenon.” If Freidman’s contentions were
correct, inflation would have emerged
long before mid-2021 given the unprece-
dented monetary largess unleashed by
the Federal Reserve and other central
banks around the world since 2008/09.
Instead, according to Bureau of Labor
Statistics, $100 worth of the goods com-
prising its CPI basket purchased in Jan.
2010 would have cost just $119 in Jan.
2020, whereas $100 invested in the S&P
500 over the same period would have
yielded $419. Conclusion: global demog-
raphy, much more than the Fed, held pric-
es in check over the period.

The implication is that the past three dec-
ades — what the authors call a historical
“sweet spot” — owes everything to de-
mographics. As will what's coming next:
swelling ranks of retirees and a dearth of
young people coming of age to replace
them. “The re-birth of inflation is our high-
est conviction view among the effects of
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demographics, and it is one that both fi-
nancial markets and policy-makers are
dismissing at their own peril.” Possible ef-
fects also include lower potential growth
rates among OECD economies, and
eventually chronic labor shortages. On a
positive note, from a societal perspective,
the sheer magnitude of these demograph-
ic forces seem likely to reverse the dec-
ades-long rise in income inequality.

Whether that's good or bad depends
somewhat on who you are. Workers might
earn more but also pay more to consume.
Retirees could see their nest eggs dimin-
ish due to the ravages of higher inflation
juxtaposed with lackluster portfolio re-
turns. Rising populism, falling support for
free and borderless commerce and effi-
ciency losses due to trade’s softening
contribution to global GDP would further
dampen potential growth rates. Central
bankers could face slow growth and per-
sistent price rises, aka stagflation.

By the numbers, the demographic tidal
shift is extraordinary. In China, young
people represented 40% of the population
in 1970 but just 18% in 2019; retirees
jumped from 4% to 11% over the same
period (see Fig. 2). In Poland, the working
age population shrank from its peak of
26.4 million in Q4 2009 to 23.0 million in
Q4 2021, according to OECD data. In Ja-
pan, the UK, China and the U.S., the me-
dian age in 2020 stood at 48.2, 40.8, 38.7
and 38.3, respectively, according to the
UN Population Division. (Who would have
guessed that the age of the average Chi-
nese citizen just surpassed that of the av-
erage American?)

One grave concern globally: The preva-
lence of dementia in the 38 OECD
members — a good proxy for age-related
healthcare demand — will rise from about
15 cases per 1,000 people today to nearly
25/1000 in 2037, the OECD estimates.
Japan’s ratio could move from today’s

Fig. 2: Percentage of Young and Retired Dependents (Non-Workers) in the Population

% of Young People

China Japan UK USA Germany
1970 40% 24% 24% 28% 23%
2010 19% 13% 17% 20% 14%
2019 18% 13% 18% 19% 14%
Change 1970-2010 -21% -11% -T% -8% -9%
Change 2010-2019 -1% 0% 1% -1% 0%

% of Retired People

China Japan UK USA Germany
1970 4% 7% 13% 10% 24%
2010 8% 22% 17% 13% 21%
2019 11% 28% 19% 16% 22%
Change 1970-2010 4% 15% 4% 3% -3%
Change 2010-2019 3% 6% 2% 3% 1%

Source: Goodhart and Pradhan, UN Population Statistics, SaratogaRIM. See full disclosures at the end of this report.
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20/1,000 to 40/1,000. According to the
World Bank, the share of the global popu-
lation that is working age peaked at 66%
in 2015 and will decline for the remainder
of this century. A corollary to all of this is
that as people live longer, armies of new
healthcare workers will be needed to care
for the elderly, and in particular those suf-
fering from dementia and Alzheimer’s.
And because these are low-end service
jobs, the growing redirection of workers
into them could place further stress on the
demand side of the labor equation.

Taken together, these changes likely rep-
resent a secular end to the pro-growth dy-
namic governing the global economy
since the end of the Cold War. Or as
Goodhart and Pradhan put it:

The main thesis of [our] book is that
the great demographic reversal will
shortly raise inflation and interest
rates. With public sector debt ratios
at high levels, and continuing wors-
ening pressures from demography,
the aim and objectives of Ministers
and Central Banks may soon cease
to be comfortably aligned and may
come into conflict.

Their analysis “carries far-reaching impli-
cations,” says Harvard political economist
Benjamin Friedman. “They foresee that
the next thirty years will differ sharply from
the past thirty.”

China: A Reappraisal

From 1990 to 2017, China’s working-age
population (adults aged 15-64) grew four
times faster than that of Europe’s and
America’s combined. Experts credit late
paramount leader Deng Xiaoping's
‘reform and openness” policies and Chi-
na’s entry into the World Trade Organiza-
tion for channeling this tsunami of young
workers into the global economy. Over the

course of three decades this mass migra-
tion from rural China to the mega-factories
of the cities made China the manufactur-
ing outsourcing hub of the world. In doing
so, it also exported persistent dis-
inflationary forces by massively expanding
the global supply of labor.

Nevertheless, and despite the fact that it
took decades to run its course, the impact
was a one-off. To rise further, Belijing
must replace its obsolete export- and in-
vestment-driven growth model and navi-
gate significant demographic headwinds
set to worsen between now and 2049 —
the year by which Communist Party lead-
ers hope to have achieved economic and
geopolitical hegemony over the United
States in time to mark the 100" anniver-
sary of Chairman Mao’s 1949 revolution.
Believe it or not, that goal is official policy.

Like Putin’s vision of a lightning victory in
Ukraine, however, China’s grand plan
makes for good propaganda but faces a
challenging set of reality checks. For start-
ers, China’s growth peaked in 2012, when
its GDP expanded by almost 18%, but
has since declined to Beijing’s current
5.5% growth target for 2022 (or, the IMF’s
projection of 4.4%). Since 2000, China’s
debt-to-GDP ratio has soared from around
120% (a high number for a developing
economy) to about 270% in 2020
(historically unprecedented). Much of that,
argues Beijing-based financial writer Mi-
chael Pettis, went to funding “inflated”
growth consisting mainly of
“nonproductive, or insufficiently produc-
tive, investment in infrastructure and real
estate,” he wrote on his widely-read Chi-
nese financial blog in April. He continued:
“The purpose of inflated growth is to
bridge the gap between genuine growth
and the GDP growth target deemed nec-
essary to achieve the Chinese leader-
ship’s political objectives.”
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Historians will note that (then) Chinese
premier Wen Jiabao first declared China’s
economy “unstable, unbalanced, uncoor-
dinated and unsustainable” way back in
2007, making “rebalancing” Beijing’s top
policy priority. Ten years later, in a cheeky
2017 article entitled “Wen and Now,”
South China Morning Post columnist Tom
Holland said China’s leaders “have done
little to correct course” or subdue a build-
ing binge typified by its run-up to the 2008
Beijing Olympics. In 2020, according to
World Bank data, Chinese household con-
sumption stood at 38.1% — up from its
nadir of 34.3% in 2007-08.

Consider also the degree to which Beijing
has abandoned Deng-era norms. Some
examples:

« Deng's favored aphorism — it
matters not whether the cat is
black or white so long as it catch-
es mice — legitimized market-
capitalism and private enterprise.
In contrast, current strongman Xi
Jinping’s emphasis on nurturing
“strategic industries” dominated
by state-linked enterprises re-
flects his vision of a top-down
planned economy.

« High barriers to entry, originally
justified as transitional, even to-
day fetter foreign participation in
key Chinese industries ranging
from Fintech to social media to
streaming to search. Regulations
mandate that multinationals take
local partners and support tech-
nology transfers — suggesting a
future in which foreign investors
could be shown the door. Deng
supported some restrictions,
though his vision promised a
waning of such rules once China
had “caught up” with leading in-

dustrialized nations. Xi, in con-
trast, is a steadfast State Capital-
ist.

« Deng-era leadership dynamism
is waning. Come October, Xi is
likely to claim an unprecedented
3" term at the helm of China’s
state apparatus in defiance of
succession rules that Deng im-
posed to set term- and age-limits
on even the country’s top leaders
on the logic that change is good.

Lastly, events continue to unfold in
Shanghai, where Covid-19 surges drive
on and off again lockdowns in the mega-
city, representing ongoing threats to glob-
al supply chains and a poignant leader-
ship failure for Xi and his much-touted Ze-
ro-Covid policies. Looking backwards,
some wonder why China hasn’t imported
vaccines rather than touting its home-
grown treatment, shown to be markedly
less effective in Hong Kong than the Euro-
pean import many locals clamor for. To
many China-watchers, Beijing’'s para-
mount concern seems not to be public
health, but rather fear of undermining the
ongoing state media campaign which
casts Xi as the only world leader who
“beat” the pandemic at home.

Now, about heuristics: If your shorthand
assumptions regarding China hold that its
one-party system is more efficient than
‘messy” western democracies, or that its
leaders have superior long-term vision, or
that its rise to preeminence is somehow
preordained, we suggest that you think
again. “China’s greatest contribution to
global growth and globalization is past
us,” argue Goodhart and Pradhan based
on demographics. Pettis, drawing upon
his long study of developing economies
brought low by uncontrollable debt, thinks
Beijing’s most likely scenario is policy ma-
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laise leading to a “Japan-style lost dec-
ade.”

In June, China-based macroeconomist Ar-
thur Kroeber, founder of the research firm
Gavekal-Dragonomics, described in an
interview with National Public Radio a list
of Chinese challenges. His litany included
rapid ageing, reluctance to abandon in-
vestment-driven growth and unproven lo-
cal technologies necessary to beat U.S.
and European tech-transfer restrictions.
He also estimated that China faces
“another 12 months of pretty strict Covid
controls.” If everything goes to Beijing’s
plan, he said, China could (as so often
forecast) become the largest economy
globally sometime in the 2030s. Yet
should its grand plans flounder, and mar-
ket-based approaches become neces-
sary, the result could be real GDP growth
stalling Japan-like in the 2-3% range.
“Then,” he said, “you can construct a sce-
nario in which [China] never overtakes the
Unites States.”

When asked the chances Beijing would
avoid a Japan-like stall, he said: “I'd rate
the odds at about a coin flip.”

Globalization 2.5?

I's no secret that global economic inte-
gration rests heavily on the U.S.-China re-
lationship. Former Australian Prime Minis-
ter (2007-10) Kevin Rudd, a trained Sinol-
ogist and current head of the Asia Socie-
ty, warns that neither of these systemical-
ly-important powers seem intent on pre-
serving an order that clearly benefits them
both.

His new book, The Avoidable War, exam-
ines the danger of a superpower conflict
over Taiwan. Speaking about the U.S.-
China stand-off recently, he said the fol-
lowing about China’s predicament:

“[lf] you throw on the compounding
factors of demography — peaking
population, and shrinking workforce,
ageing populations and increasing
ageing dependency ratios, and the
last piece of the jigsaw, the level of
decoupling from the international
free trade ... system in the name of
self-sufficiency or whatever, all of
this ultimately impacts on growth
drivers. Population, workforce par-
ticipation, productivity growth, they
all get torpedoed amidships. So, de-
scribing Xi Jinping’s strategy is one
thing, analyzing the extent to which
China is actually shooting a hole in
its own foot is another. And | think
there’s a lot of hole-shooting at the
moment.”

Rudd pulled no punches in his critique of
U.S. performance, which he calls
‘paradoxical” in a sense that America
seems bent on abandoning a global trad-
ing order of its own design:

“Trade has become a dirty word on
both sides of Congress. | regard this
as the single greatest gap in Ameri-
ca’s effort to frame a coherent re-
gional and global response to Chi-
na’s rise.”

He sees two giants at loggerheads. Bei-
jing’s policies seemingly crafted to disrupt
the existing global order; in turn, U.S.
countermeasures that often undermine
the very superstructure of global trade.
Can the relationship be saved?

C. Fred Bergsten, one-time economic
deputy to National Security Advisor Henry
Kissinger and founding director of the Pe-
terson Institute in Washington, believes
that the U.S.-China consensus forged af-
ter Nixon’s breakthrough visit is salvagea-
ble. He makes that argument in a new
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book The United States vs. China: The
Quest for Global Economic Leadership, in
which he blasts Trump Administration pol-
icies that “trashed the WTQO” and “rolled-
back globalization and envisaged at least
partial decoupling of the ... superpowers.”
Bergsten’s guidance: Washington must
move to reclaim global economic leader-
ship, call upon Beijing to defend the cur-
rent trading system and seek agreement
with China on “conditional competitive co-
operation” — while also decoupling eco-
nomic relations from trigger issues like hu-
man rights and seeking to strengthen tra-
ditional alliances to confront China.

Princeton political scientist Aaron Fried-
berg sees little prospect in trying to save
the old system. In a compelling new es-
say, he dubs it Globalization 2.0 and ar-
gues that it collapsed four years ago amid
the U.S.-China trade war, when a shared
faith that “expanding cross-border flows of
goods, capital, information, ideas and
people are inevitable, irreversible, and, for
the most part, positive developments”
evaporated. Writing in the Winter 21/22
issue of the Texas National Security Re-
view, he says nationalism, protectionism
and populism in the industrialized democ-
racies have eroded “the durability of popu-
lar support for continued economic and
societal openness.”

Friedberg advocates a policy reset mod-
eled on five possible scenarios and their
implications.

In his construct, Globalization 1.0 began
when Great Britain vanquished Napoleon
at Waterloo in 1815 and lasted until war-
fare again engulfed Europe in 1914. Ver-
sion 2.0 took form with the emergence of
a Western alliance after 1945 (based on
the Bretton Woods system and a shared
fear of communism) and went global after
the Soviet Union’s collapse, rendering the

U.S. a unipolar hegemon. Today, he
writes, China’s rise and Russia’s survival
undermine the old notion that “economic
and political development went hand in
hand, thwarting the rise of a fully demo-
cratic world order.” He thinks Beijing
gamed the WTO system to gain technolo-
gy while retaining its one-party super-
structure  with  policies  supporting
“‘mercantilist Leninism.”

He deems the following three scenarios
as possible but unlikely:

1. De-globalization - systemic
breakdown of global trading norms
triggered by U.S. decline leaving
states to defend their narrow nation-
al interests.

2. Re-globalization — the WTO-
centered system regains relevance,
U.S. abandons unilateralism and
China embraces liberalization; both
cooperate to strengthen existing
dispute resolution mechanisms.

3. Hegemony with Chinese Char-
acteristics (Globalization 3.0) -
rise of a Sino-centric order that is
illiberal and resembles old Imperial
system of vassal states and tute-
lage.

The remaining two are actual variations of
a theme:

4. Regional Blocs — geographic
trade deals with China becoming
preeminent in East Asia.

5. Value-based Blocs

(Globalization 2.5) — advanced in-
dustrial democracies hanging to-
gether to form trade deals like
NAFTA and the Trans-Pacific Part-
nership in a coalition loosely resem-
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bling the Cold War alliance that op-
posed Soviet expansion.

Friedberg thinks Globalization 2.5 is the
most likely outcome because it unites the
industrial democracies, faces no ideologi-
cal hurdles, aligns the U.S. with its East
Asian allies, embraced democratic Europe
and — if India is included — “comprises
more than 60% of global GDP,” compared
to China’s 17% share.

Nevertheless: “Strategically motivated
separation between the two countries will
likely intensify as geopolitical tensions be-
tween them grows,” he writes. And Glob-
alization 2.5 would entail higher barriers to
trade, cause significant disruption to exist-
ing patterns of trade and investment, re-
quire meaningful adjustment costs and in-
cur strong “objections from firms and sec-
tors that continue to benefit from the sta-
tus quo.”

Summing Up

It's become cliché to mine investment wis-
dom from the humorist Mark Twain. But
during this demographic inflection period
we’d be wise to heed this observation: “It
ain’t what you don’t know that gets you
into trouble. It's what you know for sure
that just ain’t so.”

As argued above, it seems prudent to re-
visit assumptions based (knowingly or
not) on the availability heuristic. A good
beginning, as we have argued in past
quarters, would be to consider what the
new equilibrium level of inflation might
look like after the supply side normalizes.
How much higher might interest rates be
forced to go and what might the shape of
the Treasury yield curve look like? To
what extent were past Fed policies com-
plicit? And what is the likelihood it can
contain demand enough to sufficiently re-

duce inflation without triggering a reces-
sion?

Russia’s unprovoked expansionism in
Ukraine raises new questions about glob-
al energy markets and, by extension,
about rules-based global trade. As does
China’s public embrace of Putin. That its
leaders see fit to sanctify a hot war at the
edge of Europe suggests fragility in the
current order of things. While resurgent
U.S. unity with its NATO allies and fellow
non-NATO industrialized democracies to
sanction Putin’s Russia and arm Ukraine
has been heartening, it remains prema-
ture to conclude that such unity will carry
over to the fraught U.S.-China relation-
ship.

Demographic trends suggest that these
conflicts will play out against a trying eco-
nomic backdrop and absent any quick
Fed fix. The bottom line is that investors
should look around and consider just how
much the current world order in changing.
And perhaps more importantly, it would be
prudent to consider that the next twenty or
thirty years may look very different from
those that preceded them.m
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Firm Overview: Saratoga Research & Investment Management, founded in 1995, is an SEC Registered Investment Advisor specializing in the construction and management of equity portfolios
composed of high caliber businesses utilizing common sense investment principles for individual and institutional advisors.

Composite Overview: The SaratogaRIM Large Cap Quality Composite includes all discretionary portfolios that invest in what the Firm believes to be high-quality companies with low balance
sheet, business model (including capital intensity) and valuation risk. This composite allows cash to accumulate at certain stages of the market cycle and has no maximum cash position size. See
the GIPS Composite Report (Page 3) for the complete composite description.

SaratogaRIM Large Cap Quality (LCQ) - Snapshot Investment Results
Composite Name SaratogaRIM Large Cap Quality As of Date: 6/30/2022  Source Data: Total, Monthly Return

) Year Since
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Composite Performance Statistics
3 Yr Ann Standard Dev
Gross  Net S&P 500 Median Standard  Quality S&P 500 # of Portfolios % Non-Fee End of Period % of Firm # of Firm End of Period
Year TWR  TWR Total Return TWR  Deviation Composite Total Return  in Composite Paying Accts Composite Assets  Assets Portfolios* Total Firm Assets

2000 (2/29) 31.62 30.58 -2.45 n/a n/a - - 44 0.0% 13,012,273.41 48.66 45 26,739,562.04
2001 -1.38  -2.36 -11.93 -1.56 2.87 - - 56 0.0% 24,787,55138  67.21 57 36,880,632.99
2002 -889 97 -22.06  -11.01 1.84 - - 80 0.0% 29,173,809.14  74.36 81 39,231,009.25
2003 18.13  17.07 28.68 16.51 2.09 - - 88 0.0% 37,849193.44 7177 97 52,738,112.72
2004 136 042 10.88 -0.53 2.06 - - 90 0.2% 39,743,734.02  68.14 99 58,324,543.15
2005 702 6.02 4.91 5.48 2.29 - - 89 0.2% 39,328,760.93 63.81 101 61,636,483.18
2006 17.03 15.93 15.80 14.56 3.14 - - 82 0.2% 44,027,113.77 60.11 95 73,239,570.18
2007 1171 10.66 5.49 10.20 2.86 - - 85 0.2% 48,996,740.18  61.86 101 79,206,822.19
2008 -11.49 -1234  -37.00 -1239  3.24 - - 13 0.6% 50,664,984.48  62.60 129 80,940,276.87
2009 2498 23.86 26.46 23.93 2.60 - - 261 0.4% 149,451,162.21  81.46 280 183,475,714.03
2010 14.48 13.42 15.06 13.87 0.79 - - 494 0.3% 308,291,988.80  73.47 522 419,588,547.25
20M 4.31 3.69 2.11 3.27 0.53 11.86 18.71 1,176 0.4% 675,883,971.31  89.07 1,279 758,793,592.13
2012 993 930 16.00 9.33 0.61 9.98 15.09 1,539 0.4% 952,886,545.56  91.19 1,649 1,044,972,076.70
2013 21.65 20.98 32.39 21.10 1.63 7.85 11.94 1,823 0.3% 1,260,548,713.94  89.81 1,990 1,403,561,332.54
2014 1058  9.98 13.69 10.37 0.94 6.30 8.97 1,912 0.7% 1,338,763,052.59  82.94 2,131 1,614,090,418.39
2015 177 122 1.38 1.07 1.00 6.96 10.47 1,989 1.6% 1,268,091,067.90  77.41 2,266 1,638,083,262.30
2016 6.94  6.36 11.96 6.32 0.89 6.48 10.59 2,194 1.8% 1,330,011,476.70  73.85 2,537 1,800,890,893.30
2017 17.711 17.08 21.83 16.93 1.52 6.15 9.92 2,380 2.0% 1,481,531,427.12  70.11 2,851 2,113,160,549.13
2018 041 -0.13 -4.38 -0.28 0.48 6.54 10.80 2,479 2.3% 1,402,520,781.74  69.65 2,971 2,013,567,458.02
2019 18.03 17.40 31.49 17.62 2.08 7.39 11.93 2,583 2.5% 1,505,375,555.14  64.51 3,088 2,333,608,905.18
2020 11.05 10.46 18.40 10.73 0.95 9.93 18.53 2,428 2.8% 1,458,530,696.52  55.43 3,161  2,631,534,466.80
2021 1496 14.34 28.71 14.75 1.15 9.56 1717 1,921 3.2% 1,439,757,287.98  48.68 2,979  2,957,760,686.85

06/30/22 -11.26 -11.50  -19.96 n/a n/a 9.88 18.38 1,815 3.4% 1,228,067,334.14  47.93 2,938 2,562,236,560.75

ltems with an asterisk (*) are presented as supplemental information from SaratogalIM and are not required by the GIPS Stanaards.

Firm Description: Saratoga Research & Investment Management (“SaratogaRIM" and "the Firm") is an SEC Registered Investment Advisor specializing in the construction and management of equity portfolios composed of high caliber
businesses utilizing common sense investment principles. SEC Registration does not constitute an endorsement of the firm by the Commission nor does it indicate the advisor has attained a particular level of skill or ability. The Firm's
investment process is designed to meet the long-term needs of conservative individual and institutional investors. Advisory services are not made available in any jurisdiction in which SaratogaRIM is not registered or otherwise exempt
from registration. The Firm was founded in 1995; prior to March 7, 2007, Saratoga Research & Investment Management was known as Tanner & Associates Asset Management.

Composite Description: The SaratogaRIM Large Cap Quality Composite (SaratogaRIM Equity Composite) includes all discretionary portfolios that invest in what the Firm believes to be high-quality companies with low balance sheet,
business model (including capital intensity) and valuation risk. This composite allows cash to accumulate at certain stages of the market cycle and has no maximum cash position size. Individual position sizes typically range from 1.5% to
6% of the total portfolio value, but there is no maximum size for an individual position. While the investment criteria for this composite narrows the investable universe to predominantly large-cap companies based in the U.S., the composite
has no restrictions on market cap size or where the company is domiciled. Investment ideas that do not meet the stated composite criteria (“outside the box ideas”) are allowed so long as they do not cumulatively represent more than
10% of the total portfolio value. Prior to December 31, 2009, client-directed securities may have been permitted so long as they did not represent more than 10% of the total portfolio value. The minimum requirement to establish a new
account is $100,000. The minimum asset level is $50,000 (prior to August 30, 2010, there was no account minimum). Inception date: February 29, 2000. Creation date for GIPS: August 30, 2010.

GIPS Compliance: SaratogaRIM claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. SaratogaRIM has been independently
verified by The Spaulding Group for the periods March 1, 2000 through December 31, 2021. The verification report is available upon request. | A firm that claims compliance with the GIPS standards must establish policies and procedures
for complying with all the applicable requirements of the GIPS standards. Verification provides assurance on whether the firm's policies and procedures related to composite and pooled fund maintenance, as well as the calculation,
presentation, and distribution of performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-wide basis. Verification does not provide assurance on the accuracy of any specific
performance report. | GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein. | A list of SaratogaRIM's
composite descriptions are available upon request. Policies for valuing investments, calculating performance, and preparing GIPS reports are available upon request. To obtain GIPS-compliant performance information for SaratogaRIM's
strategies and products, please contact Marc Croshy, President, at (408) 741-2332 or Marc@SaratogaRIM.com.

Disclosures: Valuations are computed and performance reported in U.S. dollars based on trade dates as of month-end, net-of-fees, while accounting for dividend reinvestment. The 3-year standard deviation (external dispersion) is based
on net-of-fees retums. Net-of-fees returns are calculated net of actual management fees and transaction costs and gross of custodian fees and external consultant or advisory fees. Gross-of-fees returns are calculated gross of
management, custodial and external consultant or advisory fees and net of transaction costs. Dispersion is calculated as the asset-weighted standard deviation of annual net-of-fees portfolio returns around the median portfolio return in the
composite. Dispersion is based only on portfolios that were in the composite for the full annual period, and is only shown for the annual periods where the composite had more than 5 portfolios for the full year. Composite returns are
calculated using asset-weighted Time Weighted Rate of Return (“TWR"), beginning market values, and external cash flows. Time-weighted return is a method of calculating period-by-period returns that reflects the change in value and
negates the effects of external cash flows. Gross and Net TWRs are calculated based on the geometric linking of the monthly internal rate of return for portfolios present for the entire month. Individual portfolios are revalued monthly;
portfolios also are revalued intra-month when large external cash flows occur in excess of 10% of the portfolio’s fair value. Daily reconciliation is performed between the firm's records and the custodian and broker records through Advent
to verify client assets. SaratogaRIM fee is normally 1% for the SaratogaRIM Large Cap Quality Composite; may be negotiated, as warranted by special circumstances. Results of the SaratogaRIM Large Cap Quality Composite do not reflect
the results of any one portfolio in the composite. As of January 2022, SaratogaRIM's composite descriptions have been revised to better reflect the criteria used in determining composite inclusion/exclusion. The resultant updates to
composite constituents for the SaratogaRIM Large Cap Quality Composite caused performance differentials that modestly exceeded the Firm's materiality threshold in four years (two years being positive and two years being negative).
However, since inception annualized performance was affected by an immaterial amount (0.0026%). For additional information and calculation details, please contact Marc Crosby (Marc@SaratogaRIM.com).

Benchmark Disclosures: Benchmarks are unmanaged and provided to represent the investment environment in existence during the time periods shown. The S&P 500® Total Return Index has been selected as the benchmark for
comparison purposes. The S&P Total Return Index assumes that all dividends and distributions are reinvested. The index includes 500 leading companies and captures approximately 80% coverage of available market capitalization.
Portfolios are managed according to their respective strategies which may differ significantly in terms of security holdings, industry weightings, and asset allocation from those of benchmarks. An index is not available for direct investment,
and does not reflect any of the costs associated with buying and selling individual securities or any other fees, expenses, or charges. | The S&P 500 Index is a product of S&P Dow Jones Indices LLC (“SPDJI"), and has been licensed for use
by SaratogaRIM. Standard & Poor's®, S&P®, and S&P 500® are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”); Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”);
and these trademarks have been licensed for use by SPDJI and sublicensed for certain purposes by SaratogaRIM. SaratogaRIM's products are not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their respective
affiliates, and none of such parties make any representation regarding the advisability of investing in such product(s) nor do they have any liability for any errors, omissions, or interruptions of the S&P 500 Index.
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SaratogaRIM Large Cap Quality Focus | g2 2022

Composite Statistics

Saratoga Research & Investment Management | SaratogaRIM.com | (408) 741-2330 | 14471 Big Basin Way, Suite E, Saratoga, CA 95070

Firm Overview: Saratoga Research & Investment Management, founded in 1995, is an SEC Registered Investment Advisor specializing in the construction and management of equity portfolios
composed of high caliber businesses utilizing common sense investment principles for individual and institutional advisors.

Composite Overview: The SaratogaRIM Large Cap Quality Focus Composite includes all discretionary portfolios that invest in what the Firm believes to be high-quality companies with low
balance sheet, business model (including capital intensity) and valuation risk. This composite will likely have a greater turover ratio than other composites as it typically restricts cash to no more
than 5% of the total portfolio value. See the GIPS Composite Report (Page 3) for the complete composite description.

SaratogaRIM Large Cap Quality Focus (LCQF) - Snapshot

Composite Name SaratogaRIM Large Cap Quality Focus

Investment Results

As of Date: 6/30/2022  Source Data: Total, Monthly Return

. Year Since
8/29/2014
Inception Date /29/ to Date 1 Year 3 Years 5 Years 7 Years Inception
Firm Total Assets $2.562,237,000 * SaratogaRIM LCQF (Gross) -15.14 -7.48 10.67 12.31 12.98 12.23
Composite Assets $ 935,705,000 SaratogaRIM LCQF (Net) -15.37 -7.96 10.08 1.7 12.38 11.63
GIPS Compliance Yes  S&P 500 TR USD -19.96 -10.62 10.60 11.31 11.14 10.55
Investment Growth Relative to Benchmark Standard Deviation vs. Annualized Rate of Return Relative to Benchmark & Peer Group
Time Period: 9/1/2014 to 6/30/2022 Time Period: 9/1/2014 to 6/30/2022
Source Data: Total Return Peer Group (5-95%): Large Cap SA  Source Data: Total, Monthly Return
=SaratogaRIM LCQF (Gross) ~—SaratogaRIM LCQF (Net) ==S&P 500 TR USD 4 SaratogaRIM LCQF (Gross) A SaratogaRIM LCQF (Net) o S&P 500 TR USD
300.0 18.0
250.0 150
' 120 A
200.0 9.0 Y
150.0 6.0
3.0
100.0 £ 00
50.0 & 00 4.0 8.0 12.0 16.0 20.0 24.0
201 201 202 2022
016 o8 020 0 Std Dev Population
Market Capture Relative to Benchmark & Peer Group Drawdown Relative to Benchmark
Time Period: 9/1/2014 to 6/30/2022 Time Period: 9/1/2014 to 6/30/2022
Peer Group (5-95%): Large Cap SA  Source Data: Total, Monthly Return Source Data: Total, Monthly Return
4 SaratogaRIM LCQF (Gross) A SaratogaRIM LCQF (Net) o S&P 500 TR USD -SaratogaRIM LCQF (Gross) ~ —SaratogaRIM LCQF (Net) ~ ==S&P 500 TR USD
140.0
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100.0 \/
80.0 A
2 600
& 40.0
£ 200
&00
=) 0.0 20.0 40.0 60.0 80.0 100.0 120.0 140.0 :
. 2016 2018 2020 2022
Down Capture Ratio
Sector Weightings - GICS Holding Fundamentals Market Capitalization Asset Allocation
Portfolio Date: 6/30/2022 Dividend Yield 1.78 A Market C ! 201 969.48 Portfolio Date: 6/30/2022
LcOF s&P 500 P/E Ratio (TTM) 2269 Average Market Cap (mil) 969, 9%
Consumer Discretionary % 9.26 10.54  P/CF Ratio (TTM) 18.82 -Stock 971
Consumer Staples % 10.67 6.99 . PR :
Energy % 0.00 435 P/B Ratio (TTM) 3.77 Market Cap Giant % 63.25 Bond 00
Financials % 3.60  10.84 ROE % (TTM) 32.72 Cash 29
Healthcare % 20.99 15.14 o as .
Industrials % 158 781 ROA% (TTM) 12.22° Market Cap Large % 27.81 Other 00
Information Technology % 2726 26.84 Net Margin % 16.90 :
Materials % 272 2.60 Total 100.0
Communication Services % 10.93 8.87 Eét' LT EPS Growth 11.95 Market Cap Mid % 8.94
Utilities % 0.00 3.0 Historical EPS Growth 17.20

GICS Sector Weightings, Holding Fundamentals, and Market Capitalization statistics reflect the wejghtings of the stock portion of the portfolio. Results of Morningstar's calculations may vary slightly from SaratogaRIM's own reported

statistics within the GIPS Composite Report due to rounding. See Disclosures and Definitions (Page 2) and the GIPS Composite Report: SaratogaRIM Large Cap Quality Focus (Page 3).
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Investment Results Relative to Peer Group As of Date: 6/30/2022 Sharpe Ratio Relative to Peer Group As of Date: 6/30/2022

Peer Group (5-95%): Large Cap SA  Source Data: Gross, Monthly Return Peer Group (5-95%): Large Cap SA  Source Data: Net, Monthly Return Peer Group (5-95%): Large Cap SA  Source Data: Gross, Monthly Return Peer Group (5-95%): Large Cap SA  Source Data: Net, Monthly Return

- Top Quartie 2nd Quartle 3rd Quartle. Bottom Quartie - Top Quartie: 2rd Quarile 3 Quartle. Bottom Qusartie. - Top Qi 2nd D d Duarie: Bottom Quare - Top uarde 0 Dt D Bettom Qi
-SaratogaRIM LCQF (Gross) ASaratogaRIM LCQF (Net) -SaratogaRIM LCQF (Gross) ASaratogaRIM LCQF (Net)
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-15.0 -15.0 =] -1.0 = -1.0
225 225 = 15 & 15
£ 300 £ 300 2 20 )
E) 1Year 3Years 5Years 7 Years Since ' E’ 1Year 3Years 5Years 7 Years Since _ % 1year 3years 5years 7 Years S'\nce‘ % 1Year 3Years 5Years 7 Years Since‘
Inception Inception Inception Inception
Investment Results Relative to Peer Group (Gross) Sharpe Ratio Relative to Peer Group (Gross)
As of Date: 6/30/2022  Source Data: Gross, Monthly Return  Peer Group: Large Cap SA As of Date: 6/30/2022  Source Data: Gross, Monthly Return  Peer Group: Large Cap SA
1 Year 3 Years 5 Years 7 Years S”?“’ 1 Year 3 Years 5 Years 7 Years S”?CE
Inception Inception
SaratogaRIM LCQF (Gross) -7.48 10.67 12.31 12.98 12.23 SaratogaRIM LCQF (Gross) -0.46 0.69 0.79 0.92 0.90
S&P 500 TR USD -10.62 10.60 11.31 11.14 10.55 S&P 500 TR USD -0.56 0.60 0.65 0.71 0.70
Median -11.35 9.44 10.56 10.13 9.69 Median -0.61 0.55 0.61 0.64 0.64
Average -12.02 9.42 10.61 10.13 9.69 Average -0.65 0.54 0.61 0.63 0.63
Count 766 724 690 629 598 Count 766 724 690 629 598
5th Percentile 1.24 13.39 14.88 13.57 13.20 5th Percentile 0.12 0.75 0.83 0.83 0.84
25th Percentile -5.47 10.99 12.27 11.55 11.07  25th Percentile -0.30 0.62 0.70 0.72 0.72
50th Percentile -11.35 9.44 10.56 10.13 9.69 50th Percentile -0.61 0.55 0.61 0.64 0.64
75th Percentile -16.97 7.74 8.94 8.74 8.25 75th Percentile -0.92 0.45 0.51 0.55 0.55
95th Percentile -28.88 5.40 6.63 6.87 6.32 95th Percentile -1.54 0.33 0.38 0.43 0.41
Investment Results Relative to Peer Group (Net) Sharpe Ratio Relative to Peer Group (Net)
As of Date: 6/30/2022  Source Data: Net, Monthly Return  Peer Group: Large Cap SA As of Date: 6/30/2022  Source Data: Net, Monthly Return  Peer Group: Large Cap SA
1 Year 3 Years 5 Years 7 Years | Smce 1 Year 3 Years 5 Years 7 Years S'”.CE
nception Inception
SaratogaRIM LCQF (Net) -7.96 10.08 1.7 12.38 11.63  SaratogaRIM LCQF (Net) -0.49 0.66 0.75 0.88 0.86
S&P 500 TR USD -10.62 10.60 11.31 11.14 10.55 S&P 500 TR USD -0.56 0.60 0.65 0.71 0.70
Median -12.19 8.45 9.47 9.00 8.58 Median -0.68 0.49 0.55 0.57 0.57
Average -12.86 8.35 9.52 9.03 8.62 Average -0.70 0.48 0.55 0.57 0.56
Count 767 725 691 630 599 Count 767 725 691 630 599
5th Percentile 0.19 12.61 13.94 12.45 12.18  5th Percentile 0.05 0.69 0.78 0.78 0.77
25th Percentile -6.43 10.08 11.33 10.59 10.19  25th Percentile -0.35 0.57 0.65 0.67 0.67
50th Percentile -12.19 8.45 9.47 9.00 8.58 50th Percentile -0.68 0.49 0.55 0.57 0.57
75th Percentile -17.56 6.73 7.82 7.64 7.23 75th Percentile -0.98 0.40 0.45 0.48 0.47
95th Percentile -29.73 3.72 5.26 5.42 4.71  95th Percentile -1.61 0.26 0.32 0.34 0.33

Saratoga Research & Investment Management (“SaratogaRIM”) is an SEC Registered Investment Advisor. SEC Registration does not constitute an endorsement of the firm by the Commission nor does it indicate the advisor has attained a particular level of skill
or ability. Advisory services are not made available in any jurisdiction in which SaratogaRIM is not registered or otherwise exempt from registration. Prior to March 7, 2007, Saratoga Research & Investment Management was known as Tanner & Associates
Asset Management. See additional important discl es and posite-specific information within the GIPS Composite Report (Page 3).

Disclosures: Results of Morningstar's calculations may vary slightly from SaratogaRIM's own reported statistics within the GIPS Composite Report (Page 3) due to rounding. Valuations are computed and performance reported in U.S. dollars based on trade
dates as of month-end, net-of-fees, while accounting for dividend reinvestment. The 3-year standard deviation (external dispersion) is based on net-of-fees returns. Net-of-fees returns are calculated net of actual management fees and transaction costs and
gross of custodian fees and external consultant or advisory fees. Gross-of-fees returns are calculated gross of management, custodial and external consultant or advisory fees and net of transaction costs. Dispersion is calculated as the asset-weighted standard
deviation of annual net-of-fees portfolio returns around the median portfolio return in the composite. Dispersion is based only on portfolios that were in the composite for the full annual period and is only shown for the annual periods where the composite had
more than 5 portfolios for the full year. Composite returns are calculated using asset-weighted Time Weighted Rate of Return (“TWR"), beginning market values, and external cash flows. Time-weighted return is a method of calculating period-by-period returns
that reflects the change in value and negates the effects of external cash flows. Gross and Net TWRs are calculated based on the geometric linking of the monthly internal rate of return for portfolios present for the entire month. Individual portfolios are revalued
monthly; portfolios also are revalued intra-month when large external cash flows occur in excess of 10% of the portfolio’s fair value. Daily reconciliation is performed between the firm's records and the custodian and broker records through Advent to verify client
assets. SaratogaRIM fee is normally 1.2% for the SaratogaRIM Large Cap Quality Focus Composite; may be negotiated, as warranted by special circumstances. Results of the SaratogaRIM Large Cap Quality Focus Composite do not reflect the results of any one
portfolio in the composite.

Performance figures are based on historical information and do not guarantee future results. Actual current performance may be higher or lower than the performance presented. All investing entails the risk of loss. This summary is for informational purposes
only and does not constitute an offer to sell or a solicitation of an offer to buy any securities and may not be relied upon in connection with any offer or sale of securities. It is not intended to serve as a substitute for personalized investment advice. Prospective
clients should recognize the limitations inherent in the composite strategy and should consider all information presented regarding the firm’s investment management capabilities. The contents of this report are only a portion of the original material and research
and should not be relied upon in making investment decisions. The information and statistical data contained herein have been obtained from sources that we believe to be reliable but in no way are warranted by us as to accuracy or completeness. Statistics
are based off of the most recent quarterly portfolio unless otherwise noted. Statistics are based off of gross-of-fee and/or net-of-fee monthly performance data uploaded to Momingstar. The Peer Group statistics contain U.S. Large Cap separate account
managers that appear in the Morningstar database for the relevant periods shown as of the report publish date.

Definitions: Standard Deviation measures the dispersion of a dataset relative to its mean. Sharpe Ratio is a risk-adjusted measure that is calculated by using excess return and standard deviation to determine reward per unit of risk. The higher the Sharpe
Ratio, the better the portfolio's historical risk-adjusted performance. Excess Return measures the difference in return, cumulative or annualized, between the strategy and a benchmark. Market Capture Ratios measure the extent to which a strategy participates
in market moves over time; Up (Down) Market Capture measures relative performance in months which the benchmark generates positive (negative) returns over time. Drawdown is a measure of peak-to-trough decline over the period of time until a new high
is reached.

Benchmark Disclosures: Benchmarks are unmanaged and provided to represent the investment environment in existence during the time periods shown. The S&P 500® Total Return Index has been selected as the benchmark for comparison purposes. The
S&P Total Return Index assumes that all dividends and distributions are reinvested. The index includes 500 leading companies and captures approximately 80% coverage of available market capitalization. Portfolios are managed according to their respective
strategies which may differ significantly in terms of security holdings, industry weightings, and asset allocation from those of benchmarks. An index is not available for direct investment, and does not reflect any of the costs associated with buying and selling
individual securities or any other fees, expenses, or charges. | The S&P 500 Index is a product of S&P Dow Jones Indices LLC (“SPDJI”), and has been licensed for use by SaratogaRIM. Standard & Poor's®, S&P®, and S&P 500® are registered trademarks of
Standard & Poor’s Financial Services LLC ("S&P"); Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones"); and these trademarks have been licensed for use by SPDJI and sublicensed for certain purposes by SaratogaRIM.
SaratogaRIM's products are not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their respective affiliates, and none of such parties make any representation regarding the advisability of investing in such product(s) nor do they have any
liability for any errors, omissions, or interruptions of the S&P 500 Index.

© 2022 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.

Report Generated 7/13/2022; Source: Morningstar Direct, Advent Axys, SaratogaRIM Page 2/3



GIPS Composite Report 02 2022

SaratogaRIM Large Cap Quality Focus

Saratoga Research & Investment Management | SaratogaRIM.com | (408) 741-2330 | 14471 Big Basin Way, Suite E, Saratoga, CA 95070

Composite Performance Statistics

3 Yr Ann Standard Dev
Gross Net S&P 500  Median  Standard Focus S&P 500 # of Portfolios % Non-Fee End of Period % of Firm ~ # of Firm End of Period

Year TWR TWR  Total Retun  TWR  Deviation  Composite  Total Return in Composite ~ Paying Accts ~ Composite Assets Assets  Portfolios™ Total Firm Assets
2014 (8/31) 6.95 6.71 3.46 n/a n/a - - 31 0.0% 59,408,640.33 3.68 2,131 1,614,090,418.39
2015 2.84 2.28 1.38 2.70 0.25 - - 88 0.0% 122,809,323.37 7.50 2,266 1,638,083,262.30
2016 1193 1133 11.96 11.18 0.63 - - 151 0.0% 198,406,977.89 11.02 2,537 1,800,890,893.30
2017 28.21 27.49 21.83 27.49 0.55 8.70 9.92 287 0.1% 362,440,319.53 17.15 2,851 2,113,160,549.13
2018 0.35 -0.20 -4.38 0.4 0.58 10.30 10.80 303 0.3% 316,630,422.08 15.72 2971 2,013,567,458.02
2019 27.67 2698 31.49 27.10 0.62 1.4 11.93 403 0.3% 533,438,674.16 22.86 3,088 2,333,608,905.18
2020 16.71  16.08 18.40 16.13 1.01 15.84 18.53 626 0.6% 793,063,147.30 30.14 3,161 2,631,534,466.80
2021 23.36  22.69 28.71 22.46 0.67 15.07 17.17 924 0.6% 1,039,079,017.33 35.13 2,979 2,957,760,686.85
06/30/22 -15.14  -15.37 -19.96 n/a n/a 15.36 18.38 973 0.7% 935,704,726.35 36.52 2,938 2,562,236,560.75

ltems with an asterisk (*) are presented as supplemental information from SaratogaRIM and are not required by the GIFS Stanaards.

Firm Description: Saratoga Research & Investment Management (“SaratogaRIM” and "the Firm") is an SEC Registered Investment Advisor specializing in the construction and management
of equity portfolios composed of high caliber businesses utilizing common sense investment principles. SEC Registration does not constitute an endorsement of the firm by the Commission
nor does it indicate the advisor has attained a particular level of skill or ability. The Firm's investment process is designed to meet the long-term needs of conservative individual and
institutional investors. Advisory services are not made available in any jurisdiction in which SaratogaRIM is not registered or otherwise exempt from registration. The Firm was founded in
1995; prior to March 7, 2007, Saratoga Research & Investment Management was known as Tanner & Associates Asset Management.

Composite Description: The SaratogaRIM Large Cap Quality Focus Composite includes all discretionary portfolios that invest in what the Firm believes to be high-quality companies with low
balance sheet, business model (including capital intensity) and valuation risk. This composite will likely have a greater turnover ratio than other composites as it typically restricts cash to no
more than 5% of the total portfolio value. Individual position sizes typically range from 1% to 10% of the total portfolio value, but there is no maximum size for an individual position. This
composite has higher levels of concentration, particularly in the top 10 positions; collectively, the top 10 positions make up at least 50% of the portfolio. While the investment criteria for this
composite narrows the investable universe to predominantly large-cap companies based in the U.S., the composite has no restrictions on market cap size or where the company is domiciled.
Investment ideas that do not meet the stated composite criteria (“outside the box ideas”) are allowed so long as they do not cumulatively represent more than 10% of the total portfolio value.
The minimum requirement to establish a new account is $100,000 (reduced from $250,000, effective May 1, 2019). The minimum asset level is $75,000 (reduced from $225,000, effective
May 1, 2019). Inception date: August 31, 2014. Creation date for GIPS: August 31, 2014.

GIPS Compliance: SaratogaRIM claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS
standards. SaratogaRIM has been independently verified by The Spaulding Group for the periods March 1, 2000 through December 31, 2021. | A firm that claims compliance with the GIPS
standards must establish policies and procedures for complying with all the applicable requirements of the GIPS standards. Verification provides assurance on whether the firm's policies and
procedures related to composite and pooled fund maintenance, as well as the calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS
standards and have been implemented on a firm-wide basis. The SaratogaRIM Large Cap Quality Focus Composite has had a performance examination for the periods September 1, 2014
through December 31, 2021. The verification and performance examination reports are available upon request. | GIPS® is a registered trademark of CFA Institute. CFA Institute does not
endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein. | A list of SaratogaRIM's composite descriptions are available upon request.
Policies for valuing investments, calculating performance, and preparing GIPS reports are available upon request. To obtain GIPS-compliant performance information for SaratogaRIM's
strategies and products, please contact Marc Crosby, President, at (408) 741-2332 or Marc@SaratogaRIM.com.

Disclosures: Valuations are computed and performance reported in U.S. dollars based on trade dates as of month-end, net-of-fees, while accounting for dividend reinvestment. The 3-year
standard deviation (external dispersion) is based on net-of-fees returns. Net-of-fees returns are calculated net of actual management fees and transaction costs and gross of custodian fees
and external consultant or advisory fees. Gross-of-fees returns are calculated gross of management, custodial and external consultant or advisory fees and net of transaction costs. Dispersion
is calculated as the asset-weighted standard deviation of annual net-of-fees portfolio returns around the median portfolio return in the composite. Dispersion is based only on portfolios that
were in the composite for the full annual period, and is only shown for the annual periods where the composite had more than 5 portfolios for the full year. Composite returns are calculated
using asset-weighted Time Weighted Rate of Return (“TWR"), beginning market values, and external cash flows. Time-weighted return is a method of calculating period-by-period returns that
reflects the change in value and negates the effects of external cash flows. Gross and Net TWRs are calculated based on the geometric linking of the monthly internal rate of return for
portfolios present for the entire month. Individual portfolios are revalued monthly; portfolios also are revalued intra-month when large external cash flows occur in excess of 10% of the
portfolio’s fair value. Daily reconciliation is performed between the firm’s records and the custodian and broker records through Advent to verify client assets. SaratogaRIM fee is normally
1.2% for the SaratogaRIM Large Cap Quality Focus Composite; may be negotiated, as warranted by special circumstances. Results of the SaratogaRIM Large Cap Quality Focus Composite do
not reflect the results of any one portfolio in the composite.

Benchmark Disclosures: Benchmarks are unmanaged and provided to represent the investment environment in existence during the time periods shown. The S&P 500® Total Return Index
has been selected as the benchmark for comparison purposes. The S&P Total Return Index assumes that all dividends and distributions are reinvested. The index includes 500 leading
companies and captures approximately 80% coverage of available market capitalization. Portfolios are managed according to their respective strategies which may differ significantly in terms
of security holdings, industry weightings, and asset allocation from those of benchmarks. An index is not available for direct investment, and does not reflect any of the costs associated with
buying and selling individual securities or any other fees, expenses, or charges. | The S&P 500 Index is a product of S& Dow Jones Indices LLC (“SPDJI”), and has been licensed for use by
SaratogaRIM. Standard & Poor's®, S&P®, and S&P 500® are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”); Dow Jones® is a registered trademark of Dow
Jones Trademark Holdings LLC (“Dow Jones”); and these trademarks have been licensed for use by SPDJI and sublicensed for certain purposes by SaratogaRIM. SaratogaRIM's products are
not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their respective affiliates, and none of such parties make any representation regarding the advisability of investing in
such product(s) nor do they have any liability for any errors, omissions, or interruptions of the S&P 500 Index.
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Disclosures

Saratoga Research & Investment Management (“SaratogaRIM” and “the Firm”), founded in 1995, is an SEC
Registered Investment Advisor specializing in the construction and management of equity portfolios com-
posed of high caliber businesses utilizing an investment process built on common sense investment princi-
ples for individual and institutional investors. SEC Registration does not constitute an endorsement of the
firm by the Commission nor does it indicate the advisor has attained a particular level of skill or ability. Advi-
sory services are not made available in any jurisdiction in which SaratogaRIM is not registered or otherwise
exempt from registration.

The opinions herein are those of Saratoga Research & Investment Management. The contents of this report
are only a portion of the original material and research and should not be relied upon in making investment
decisions. The Firm’s quarterly reports focus primarily on its equity strategies. Under no circumstance is this
an offer to sell or a solicitation to buy securities. This material is not a recommendation as defined in Regu-
lation Best Interest adopted by the Securities and Exchange Commission. All data, information and opinions
are subject to change without notice. Opinions and statements of a fundamental nature are geared towards
the long-term investor. SaratogaRIM is not a tax/legal advisor and therefore assumes no liability for any tax/
legal research. Any information that is furnished to you should be thoroughly examined by a professional
tax/legal advisor.

See additional important disclosures and composite-specific information within the GIPS Composite Re-
ports for SaratogaRIM Large Cap Quality (page 18) and Large Cap Quality Focus (page 21). As additional
peer group comparison data for the relevant period becomes available through Morningstar, statistics within
the Composite Statistics pages may be updated and subsequently replaced within the version of this quar-
terly report that is published to SaratogaRIM.com. The Composite Statistics report generation date can be
found within the page 2 footer of each Composite Statistics report. The original Quarterly Report publish
date is located on the upper right hand corner of the Quarterly Report cover page and the main report page
footers.

2022 Q2 Report Charts: All charts and tables within this report are created by SaratogaRIM. Fig. 1 illus-
trates cumulative daily return estimates calculated by FactSet utilizing month-end holdings data for the rele-
vant period shown and may differ from actual performance. Ending label data points represent actual net
performance. Past investment results are not a guarantee of future results. Fig. 2 was inspired by an origi-
nal table within The Great Demographic Reversal by Charles Goodhart and Manoj Pradhan using infor-
mation originally obtained from the UN Population Statistics. For further information or clarification regarding
any of the charts or concepts within this report, please email your specific questions to InvestorRela-
tions@SaratogaRIM.com.

Valuations are computed and performance reported in U.S. dollars based on trade dates as of month-end,
net-of-fees, while accounting for dividend reinvestment. The 3-year standard deviation (external dispersion)
is based on net-of-fees returns. Gross-of-fees returns are calculated gross of any management, custodial,
external consultant or advisory fee but net of transaction costs. Application of management fees reduces
gross performance. Net-of-fees returns are calculated net of actual management fees but still gross of any
custodial, external consultant or advisory fees. Management fees vary by client type; composite returns pre-
sented on a net basis should not be interpreted as any one client’s net returns. Composite returns are cal-
culated using asset-weighted TWR, beginning market values, and external cash flows. Gross and Net
TWRs are calculated based on the geometric linking of the monthly internal rate of return for portfolios pre-
sent for the entire month. Individual portfolios are revalued monthly; portfolios also are revalued intra-month
when large external cash flows occur in excess of 10% of the portfolio’s fair value. Dispersion is calculated
as the asset-weighted standard deviation of annual net-of-fees portfolio returns around the median portfolio
return in the composite. Dispersion is based only on portfolios that were in the composite for the full annual
period, and is only shown for the annual periods where the composite had more than 5 portfolios for the full
year.

Daily reconciliation is performed between the firm’s records and the custodian and broker records through
Advent to verify client assets. SaratogaRIM fee is normally 1% for the SaratogaRIM Large Cap Quality
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Composite & 1.2% for the SaratogaRIM Large Cap Quality Focus Composite; may be negotiated, as war-
ranted by special circumstances. Results of the SaratogaRIM Large Cap Quality Composite & the Sara-
togaRIM Large Cap Quality Focus Composite do not reflect the results of any one portfolio in those compo-
sites.

Benchmarks are selected based upon similarity to the investment style of the Firm’s composites and ac-
cepted norms within the industry. Benchmarks are provided for comparative purposes only and holdings of
the Firm’s clients’ portfolios will differ from actual holdings of the benchmark indexes. Benchmarks are un-
managed and provided to represent the investment environment in existence during the time periods
shown. The benchmarks presented were obtained from third-party sources deemed reliable but not guaran-
teed for accuracy or completeness. Indices are unmanaged, hypothetical portfolios of securities that are of-
ten used as a benchmark in evaluating the relative performance of a particular investment. An index should
only be compared with a mandate that has a similar investment objective. An index is not available for direct
investment, and does not reflect any of the costs associated with buying and selling individual securities or
management fees.

The S&P 500 Total Return is the total return version of the S&P 500 Index, which has been widely regarded
as the best single gauge of large-cap U.S. equities since 1957. The index includes 500 leading companies
and captures approximately 80% coverage of available market capitalization. (Note A total return index as-
sumes that all dividends and distributions are reinvested.) The S&P 500 Index is a product of S&P Dow
Jones Indices LLC (“SPDJI”), and has been licensed for use by SaratogaRIM. Standard & Poor’s®, S&P®
and S&P 500® are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”) Dow
Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”); and these trade-
marks have been licensed for use by SPDJI and sublicensed for certain purposes by SaratogaRIM. Sara-
togaRIM's products are not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their re-
spective affiliates, and none of such parties make any representation regarding the advisability of investing
in such product(s) nor do they have any liability for any errors, omissions, or interruptions of the S&P 500
Index.

Direct clients may access their portfolio information and reports including client-specific information through
SaratogaRIM’s Client Portal. If you are a direct client needing Client Portal access or assistance, please call
(408) 741-2330 or email ClientService@SaratogaRIM.com. The Firm recommends that you compare your
Saratoga Research & Investment Management reports with the ones you receive from your custodian(s).
The custodian of record is required under current law to provide separate account statements. Market val-
ues reflected in the custodian’s statement and those cited in this report may differ due to the use of different
reporting methods. To the extent that any discrepancies exist between the custody statement and this re-
port, the custody statement will take precedence. Values may vary slightly because of situations such as
rounding, accrued interest or the timing of information reporting. A fee statement showing the amount of the
Asset-Based fee, the value of clients’ assets on which the Asset-Based fee is based and the specific man-
ner in which the Asset-Based fee was calculated are available from SaratogaRIM upon request. As a gen-
eral rule, SaratogaRIM does not disclose private information regarding clients’ accounts unless the Firm re-
lies on certain third parties for services that enable the Firm to provide its investment services to their cli-
ents. The Firm may also disclose nonpublic information where required to do so under law.

If you wish to become a client of SaratogaRIM, you will be required to sign an Investment Advisory Agree-
ment that exclusively governs the relationship between you and SaratogaRIM. You will also be required to
review SaratogaRIM’s most recent Privacy Notice, Form CRS, and Form ADV, which are publicly available
on SaratogaRIM.com/documents. To receive a printed copy of the Firm’s Privacy Notice, Form CRS, or
Form ADV, please contact Marc Crosby, President, at (408) 741-2332 or Marc@SaratogaRIM.com.

© 2022 Saratoga Research & Investment Management. All rights reserved. No part of this publication may
be reproduced or transmitted in any form or by any means, electronic or mechanical, including photocopy,
recording, or any information storage and retrieval system without permission of copyright holder. Request
for permission to make copies of any part of the work should be mailed to SaratogaRIM, Attn: Marc Crosby,
P.O. Box 3552, Saratoga, CA 95070.

Cover Page lllustration by Scott Pollack
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Matt Casas, CFA: Analyst & Portfolio Manager
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