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Your Copperwynd Financial Newsletter: November 2023

Market Commentary

The October Effect

By Jake Eggett

Farewell Summer, Hello to Fall, and Ready for Winter.

Depending on where you live, your feelings about the changing seasons may vary. If you've
endured a sweltering summer, the drop in temperature can be a welcome relief. Some of you
might relish the brisk, fresh air that comes with cooler days, while others might view the approach
of winter with apprehension, especially after a particularly long and harsh season last

year. Regardless, October usually brings a change in leaves, cooler air, and the onset of winter
preparations.

The month of October has a unique reputation in stock market history, renowned for its volatility
as well as its positive turning point for markets. The “October Effect” is a perceived market
anomaly that suggests there’s a higher likelihood of a decline in stock prices during

October. This belief is influenced by some of the most notorious crashes occurring in October,
including Black Tuesday (1929), Black Monday (1987) and the Great Financial Crisis (2008).
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Yet, counterintuitively, October has also marked the inception of numerous bull markets in years
like 1957, 1966, 1974, 2002, and as recently as 2022.

Despite the month of October historically being a slightly positive month on average, often
countering the so-called “October Effect”, this year the market was rattled by geopolitical
surprises and rising rates, causing markets to decline to multi month lows. The silver lining this
time of year is that the market typically enters a seasonally strong period starting in November.

The Economy and 8% Mortgages

The economy continues to be resilient, with GDP growing in the Third Quarter at 4.9%, the
highest growth rate since Q4 2021. Strong consumer spending (both on services and goods),
government spending and inventory growth all contributed to that number. While not expected
to continue with Q4 GDP estimates expected around .9%, it shows how resilient the economy
has been this year.
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Source: Trading Economics, Data from 10/31/2020-10/31/2023

While the economy has remained sturdy, home prices have increased substantially over the last
few years. And with mortgage rates at their highest levels since November 2000, the problem
has compounded for new homebuyers. In fact, the U.S. housing market is now more
unaffordable than it was at the peak of the last housing bubble with the median American
household needing to spend over 44% of their income to afford the median priced home. In just
over 2 years, the payment on a $400,000 home has increased nearly 74% or $1,250 all due to
interest rates. (see on next page)
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30 YEAR MORTGAGE RATE

30 Year Mortgage Rate

Loan: $400,000
" 8.00% Q0 Rate: 8%
"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" Payment: $2,935
Total Cost: 1,056,622

Loan: $400,000
Rate: 3%

O~ Payment: $1,686
Total Cost: $607,111
2010 2015 2020

Source: YCharts, Data from 10/27/2000-10/27/2023

Why have existing home prices not fallen?

One reason is the lack of supply. Many existing homeowners with low mortgage rates are
simply not selling, parily due to not wanting to give up their low rate and partly due to necessity
(they can't afford to purchase the same house they are living in at current rates and

prices). While existing homeowners have been reluctant to decrease their prices, new homes
are starting to see a decline in prices. Many homebuilders are building smaller, lower-priced
homes in an effort to narrow the affordability gap.

Make no mistake about it, higher rates will continue to slow housing and the economy down, a
basic economic principle that the Fed understands very well.

Market Performance

Stocks have fallen to multi-month lows not because of a deterioration in fundamentals, but
instead because an overly optimistic outlook has been rattled by geopolitical surprises, rising
rates and mega-cap tech earnings that have not met extremely lofty expectations (but weren't
bad in an absolute sense.) The S&P 500 is near correction territory (10% decline), while
International Developed, Emerging Markets and Mid Cap have already drifted into correction
mode declining between 10-14%. If you look at Small Caps, they are flirting with Bear Market
(20% decline) territory, having fallen nearly 18% since their July peak.

Yields have continued to rise, with the 10-year Treasury briefly eclipsing 5.0% in October for the
first time since 2007. While the recent rise in yields has centered on the longer end of the
Treasury curve, it has not been contained to Treasuries alone. Higher-yielding bonds have also
felt the pain as High Yield Corporates gave up some of their Year-to-Date gains.

As long as those factors (rising rates, geopolitical tensions spreading, and declining earnings

growth) drive the market narrative, stocks may have a tough time rallying. With that being said,
we still believe the Fed is nearing its rate hiking cycle, the Israel/Hamas conflicts appears to be
localized and earnings, although not growing as fast as expected, are still holding up fairly well.
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Equities October  YTD 2023
S&P 500 217% 10.58%
Dow Jones -1.28% 1.31%
Nasdaq -2.07% 32.34%
Mid Cap -5.35% -1.30%
Small Cap -6.91% -4.59%
International Developed -2.90% 3.84%
Emerging Markets -3.24% -1.26%
Fixed Income October  YTD 2023
Bloomberg Aggregate Bond Index -1.57% -2.58%
High Yield Corporates -1.07% 3.77%

Source: YCharts, 9/30/2023 - 10/31/2023, Total Return Data using SPY, DIA, IJH, IWM, QQQ, EFA, VWO, AGG, and
JNK. YTD returns as of 10/31/2023.

Looking Ahead

As has been the case throughout 2023, the "stock market" has been a tale of two stories. The
so-called "Magnificent 7" (Meta, Apple, Amazon, Alphabet, Microsoft, Nvidia, Tesla) have
broadly carried the market year-to-date. It is often cited that if you were to remove these 7 from
the S&P 500, the "S&P 493" is down year-to-date, but the concentration of these seven stocks is
much deeper than that. If you add up all Large, Mid, and Small Cap stocks which comprise the
Russell 3000, and then remove the Magnificent 7, the remaining 2,993 stocks are down on the
year. The impact of these seven companies on "market returns" cannot be overstated.

While the outperformance this year of the largest capitalization stocks has been a saving grace
for the S&P 500 index, it has disproportionately influenced market returns and therefore it's
difficult to observe the fragility of the equity markets on the surface. Eventually, we will need to
see wider upside participation, as P/E ratios for Mega Cap Tech companies can only extend so
far and this is not the sign of a healthy market environment.

We'll be monitoring closely if the Federal Reserve’s recent decision to keep rates steady sparks
a rally or if the broad market weakness continues. Regardless, we'll make the necessary
adjustments. Given the current market trends, our models have reduced risk slightly more on
the stock side, but we remain focused on U.S. Large Cap companies. As for bonds, as rates
continue to increase, we have positioned a portion of the portfolio in treasuries that are yielding
north of 5% and most of our bond portfolio is in floating rate bank loans. We continue to see
attractive yields of 7-9% in the bond positions but we believe the key is to remain nimble. The
benefit now is sitting on the sidelines finally pays you a reasonable return to wait for the trends
to improve.

As always, if you are concerned about your risk level, please reach out to us, and schedule a
time to review your allocation and financial plan.
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Finally, regarding monetary policy, the Federal Reserve’s historic rate hike campaign is nearing
an end. And while we should expect the Fed to keep rates “higher for longer,” high interest rates
do not automatically result in an economic slowdown. Interest rates have merely returned to
levels that were typical in the 1990s and early 2000s, before the financial crisis, and the
economy performed well during those periods. Yes, the risk of higher rates causing an economic
slowdown is one that must be monitored closely, but for now, higher rates are not causing a
material loss of economic momentum yet.

In sum, there are real risks to both the markets and the economy as we begin the final three
months of the year. But these are largely the same risks that markets have faced throughout
2023 and over that period the economy and markets have remained impressively resilient. So,
while these risks and others must be monitored closely, they don’t present any new significant
headwinds on stocks that haven't existed for much of the year.

Given the current market trend, our models have started reducing risk on the stock side. On the
bond side, we have reduced our exposure to high yield corporates and moved those positions
into treasuries that are yielding north of 5%. The floating rate bank loans have held up relatively
well but are starting to be pressured also by the rise in the longer-term rates. We continue to
see attractive yields of 7-9% in the bond positions but we believe the key is to remain nimble so
that we can navigate an ever-changing landscape.

As always, if you are concerned about your risk level, please reach out to us, and schedule a
time to review your allocation and financial plan.

Tax Alert

Interest income earned on your portfolio may be significantly higher than what you may have
earned last year. If you are doing estimated taxes, make sure you consult with your CPA. You
may need to increase your estimated tax payment to account for the higher interest

earned. This will help you avoid any potential underpayment penalties!
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Upcoming Events:

Q4 2023 Economic and Market Update — Wednesday, November 15th at Noon MDT

Copperwynd Financial is hosting a virtual discussion for our clients to provide insight into the
current economic environment and investment trends. The discussion should last 30 minutes with
time remaining for additional questions and answers. To register, please CLICK HERE.

Copperwynd Financial: Commitment to Giving Back

At Copperwynd Financial, we believe in the power of community and the importance of
giving back. That's why we're proud to announce that on behalf of our dedicated team and
valued clients, we've made charitable contributions to a group of organizations that are
making a significant impact in the lives of many.

Our contributions have supported the following causes:

St. Mary’s Food Bank: Leading the fight against hunger, St. Mary’s Food Bank
provides nourishment to families and individuals in need, ensuring that no one must go
to bed hungry.

Huntsman Cancer Institute: At the forefront of cancer research and patient care, the
Huntsman Cancer Institute is dedicated to discovering better treatments and ultimately,
cures for cancer.

Saint Jude: Saint Jude's mission is clear - to advance cures, and means of prevention,
for pediatric catastrophic diseases through research and treatment, ensuring that no
child is denied treatment based on race, religion, or a family's ability to pay.

Heifer International: Committed to ending hunger and poverty while caring for the
Earth, Heifer International empowers families through sustainable, agricultural support,
helping them build secure livelihoods that provide lasting change.

We are honored to support these organizations and their invaluable work. These
contributions are just a part of our ongoing commitment to social responsibility and
philanthropy.

Together, with our clients, we are making a difference.

If you have any questions, please do not hesitate to contact our office at 480-348-2100.
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Long-Term Care

By: Javier Jiminez

Every day until 2030, 10,000 “Baby Boomers” will reach the age of 65. Statistics show that 70% of
people over the age of 65 will need some form of long-term care in the years ahead. By 2050, it is
expected that at least 27 million Americans will need long-term care.

Long-term care is a broad term to describe a variety of services and support for those who can no
longer care for themselves due to age-related impairments. This care can be provided at home or
in a facility designed to care for those who can no longer complete activities of daily living on their
own without risking their health and safety.

Long-term can be costly—and costs are expected to double in the next 20 years! Right now, costs
can vary from $26 per hour for home care services to well over $100,000 per year for a private
room at an assisted living residence. These costs fluctuate dramatically from state to state. When
looking at the costs, it's important to keep in mind that the average time spent in long-term care is
3.2 years.

Unfortunately, regular health insurance doesn’t cover long-term care, and Medicare won’t come to
the rescue, either. After a qualifying hospital stay, Medicare covers short-term skilled nursing,
rehab care or limited home health care services. It does not pay for custodial care, which includes
supervision and help with day-to-day tasks. That is where long-term care insurance comes into

play!

Buying long-term care insurance is one way to prepare for your future and preserve your financial
plan. However, only 7.5 million Americans have long-term care insurance, which is only 2.2% of
the entire U.S. population.

Considering how significant long-term care costs can be, we recommend reviewing your options in
your 50’s so we can run the numbers and develop a plan. That plan may or may not include
insurance. Whether you choose to self-fund the potential expense or utilize long-term care
insurance depends on your situation and preferences. As we are meeting to discuss your
long-term financial plan, we can explore this concept with you to find the best solution that

meets your needs.

We've included a long-term care worksheet that should help you think through some of the tough
questions and prepare for a long-term care conversation when you are ready. CLICK HERE for
Your Worksheet.
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401(k) Allocation

By: Jake Eggett

No Trades.

Stocks have fallen to multi-month lows not because of a deterioration in fundamentals, but
instead because an overly optimistic outlook has been rattled by geopolitical surprises, rising
rates and mega-cap tech earnings that have not met extremely lofty expectations (but weren't
bad in an absolute sense.) The S&P 500 is near correction territory (10% decline), while
International Developed, Emerging Markets and Mid Cap have already drifted into correction
mode declining between 10-14%. If you look at Small Caps, they are flirting with Bear Market
(20% decline) territory, having fallen nearly 18% since their July peak. We’'ll be monitoring
closely if the Federal Reserve’s recent decision to keep rates steady sparks a rally or if the
broad market weakness continues.

Yields have continued to rise, with the 10-year Treasury briefly eclipsing 5.0% in October for the
first time since 2007. While the recent rise in yields has centered on the longer end of the
Treasury curve, it has not been contained to Treasuries alone. Higher-yielding bonds have also
felt the pain as High Yield Corporates gave up some of their Year-to-Date gains.

Given the current market trends, our stock models remain focused on U.S. Large Cap
companies with a slight bent towards growth and mostly invested. As for bonds, as rates
continue to increase, we have positioned a portion of the portfolio in short-term treasuries and
floating rate bank loans where yields remain attractive. We remain out of High Yield Corporates
for now.

November 2023
Asset Class Description :::%G;:::: t Gr;wth Bal d Conservative

Bonds / Cash 5% 25% 45% 55% 75%
Stable Asset - OR - Short Term Bond 5% 10% 25% 30% 30%
Bond Index 0% 5% 10% 15% 30%
Floating Rate Loans** 0% 10% 10% 10% 15%
High Yield Bonds** 0% 0% 0% 0% 0%
Inflation Protected Bonds 0% 0% 0% 0% 0%

Large Cap: 65% 55% 45% 35% 15%
Large Cap Growth 35% 30% 25% 20% 10%
Large Cap Value 30% 25% 20% 15% 5%

Mid Cap: 25% 15% 10% 10% 10%
Mid Cap Growth 15% 10% 5% 5% 5%
Mid Cap Value 10% 5% 5% 5% 5%

Small Cap: 5% 5% 0% 0% 0%
Small Cap Growth 2% 2% 0% 0% 0%
Small Cap Value 3% 3% 0% 0% 0%

International: 0% 0% 0% 0% 0%
Developed International 0% 0% 0% 0% 0%
Emerging Markets 0% 0% 0% 0% 0%

100.00% 100.00% 100.00% 100.00% 100.00%

** If High Yield Bonds or Floating Rate Loans are not an option in your 401k, you can allocate that portion to either your Bond Index or Short Term bond fun
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