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Global bond and stock markets have digested 
the initial impact of the Covid-19 outbreak and 
the resulting destabilizing economic effect of 
the containment strategy. The speed and 
ferocity of the economic dislocation and market 
decline is unprecedented.  Actual data in the 
coming weeks will test investor’s resolve but will 
also provide important information about the 
road to stabilization and an eventual resolution.  
The staggering number of nearly 10 million 
newly unemployed people during the last three 
weeks of March greatly exceeded historical 
records and was unimaginable after achieving 
record lows in unemployment just a month 
earlier. The fear and reaction in the financial 
markets have been fueled by downward 
revisions in economic estimates along with the 
more pressing concerns over the ability of our 
healthcare system to handle the spread of the 
virus.  We view improvement in the human toll 
and the effective containment of the virus will 
be leading indicators for reopening the economy 
and allowing financial markets to stabilize. 

Financial markets are a forward-looking 
mechanism. Historically, stocks bottom when 
the economic news is still bad, as investors 
forecast a bridge over the immediate chasm to 
an approaching recovery.  While the longest 
running economic expansion has come to an 
abrupt end, the extreme impact of Covid-19 on 
global economies makes the use of historical 
comparisons very suspect. 

As we entered 2020, we were anticipating a 
normal market correction (5 to 10%) and had 
reduced equity exposure somewhat as stock 
prices reached all-time highs.  We expected to 
see economic expansion and low unemployment 
trends continue with a low probability of a 
domestic recession.  The game changing 
outbreak of the Covid-19 virus and the 
subsequent containment strategy created an 
unprecedented bear market (20% decline in 
stock prices) in 23 days, which was 7 times 
faster than the historical average for the U.S. 
stock market.   

Recessions are typically caused by economic 
imbalances that take time to unwind. Currently, 
the global economy is experiencing both a 
sudden demand and sudden supply shock of an 
undetermined duration.  We have yet to see how 
deep and how long the recession and bear 
market will be; however, the recession is 
unlikely to end until there are improving medical 
outcomes related to the virus and people are 
comfortable leaving their homes and resuming 
some normalcy of everyday life. 

China and South Korea, which represent 
20% of the global economy and were the 
first two countries affected by the virus, are 
providing some hope for the rest of the 
world as the virus numbers have receded and 
glimmers of economic recovery have 
appeared. As the virus and economic 
shutdowns moved from Asia to Europe and 
then to the U.S., corresponding economic 
data has followed a similar pattern.   

The collaboration of science and 
corporations to expedite testing and 
development of existing anti-viral 
compounds and an eventual vaccine is 
occurring at an unprecedented rate and that 
is very encouraging.  The FDA has provided 
more flexibility with reduced regulations to 
save lives and encourage private and public 
scientists to spur innovations.   

The expansion of unemployment benefits 
and the $2 trillion CARES (Coronavirus Aid, 
Relief, and Economic Security) Act is the 
Federal government’s attempt to minimize 
the severe dislocation caused by the 
containment strategy and can be thought of 
as a first step, similar to moves in 2008.  The 
effectiveness of this stimulus will depend on 
the duration of the containment strategy, the 
ability to restart the economy, what 
permanent shifts in consumer behavior occur 
and the longer-term risk of ballooning 
deficits.  

The U.S. Federal Reserve (Fed) and global 
monetary authorities have opened the spigots  
by reintroducing aggressive monetary 
stimulus, asset purchasing (quantitative 
easing) and other stability measures utilized 
during the 2008-2009 credit crisis as well.  
The U.S. banking system is significantly 
better capitalized today and is in a position to 
supplement the stabilization and eventual 
recovery.  The $6 trillion of combined fiscal 
and monetary stimulus provides a reasonable 
backstop for the coming months if the 
economy remains in a virus-induced coma. 

While the stock market decline garnered 
much of attention, the dramatic decline in 
interest rates to historical low levels (lower 
than in the aftermath of the credit crisis) in 
March were also a concern. Rates have since 
stabilized at low levels with the aggressive 
Fed maneuvers.  Corporate bonds quickly 
reflected the increased credit risk of the 
economic shock as investors required higher 
yields.  
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Arcataur Large Capitalization 
Equity Portfolio - This portfolio 
offers investors a separately 
managed account consisting of 
high quality, blue chip stocks.   
Our strategy focuses on 
maximizing expected return 
through constructing diverse 
portfolios covering most major 
industry sectors.  On average, this 
portfolio could hold 65 stocks;  
however, the largest 15 could 
account for as much as 45% of the 
portfolio. 

Arcataur Investment Grade 
Fixed Income Portfolio - This 
portfolio offers investors a 
separately managed account 
focusing on Treasuries, Agencies,  
corporate bonds and municipal 
bonds, with an average portfolio 
credit rating of A or better.  Our 
approach is to actively manage 
interest rate risk and credit risk 
while minimizing liquidity risk to 
generate conservative risk-adjusted 
total return.   

Arcataur Managed Balance 
Portfolio - This portfolio offers 
investors a separately managed 
account which seeks to preserve 
capital during difficult market 
periods while allowing growth 
opportunity in good market 
conditions.  Arcataur has 
developed a model that assists us 
in determining the relative 
attractiveness of stocks versus 
bonds.  When our models and 
fundamental analysis indicate 
stocks are more attractive, we will 
be near our upper end of the range 
for stocks (75%).  Conversely, 
when bonds are favored, we will 
be near the lower end of the stated 
range for stocks (45%).   

All travel, vacation and consumer discretionary (apparel, entertainment, restaurants, bars and 
autos) segments of the economy have been significantly impacted.  The CARES Act is focused on 
supporting the employees of these areas directly. The longer the containment strategy stays in 
place, the higher the risk will be of bankruptcies and permanent job losses. 

The oil and energy-related sector is another area of concern, as companies face a simultaneous 
demand and supply shock.  The over-supply of oil was already exacerbated by the dispute between 
Saudi Arabia and Russia at the March 6th OPEC meeting. The breakdown of a planned supply 
reduction led to a retaliatory increase in production.  Oil prices quickly fell at an accelerated rate as 
the virus containment strategy expanded across the globe which led to material demand reductions.  
While quoted oil prices fell below $20 per barrel, an 18 year low, there were reports of physical oil 
sales closer to $10 barrel.  An underlying issue is the significant increase in U.S. proven reserves 
and near self-sufficiency of domestic supply as the dispute between Saudi Arabia and Russia 
included the U.S.’s capacity too.  President Trump has attempted to broker a production cut 
agreement with the Saudis and Russia which allowed oil prices to rebound to near $30 recently in 
anticipation of an agreement.  

The trade agreements, impeachment trial, and the upcoming election, which previously dominated 
news and concerns of investors, have been relegated to the back burner.  The election will certainly 
become more in focus later in the summer.  The issues emphasized by the candidates and parties 
have dramatically changed in the last few months.  The narrative will surely turn to the human 
impacts of the virus and the duration of the economic effects.  With the Democrats quickly 
moving to name former Vice President Biden as their candidate, we will likely see a more focused 
campaign on the national level with a relatively moderate posture.  Historically, the financial 
markets can be volatile as we move closer to election day; however, we expect the virus and 
potential economic recovery to predominate this year.   

Global stock markets had a bear market rally at the end of March, which allowed global indices to 
end the quarter well off the lows set on March 23rd.   Large Capitalization domestic stocks have 
held up better than the broader market (small and mid-capitalization domestic and international 
stocks).  Large capitalization stocks were down more than 30% and the broader averages more 
than 40% at the year-to-date lows. Small and Mid-Cap companies generally have more economic 
sensitivity, while the international economies continue to lag the U.S.   

By quarter end, the S&P 500 (total return) was down 19.6%, and the Dow Jones Industrial Average 
fell by 22.7%. The technology-heavy NASDAQ Composite was down 14% in the quarter, as the 
technology mega-cap companies held up relatively better. The economically sensitive S&P 600 
Small Cap Index fell by 32.6%, the S&P 400 Mid–Cap was down 29.7%.  Developed international 
markets fell by 22.8% and emerging markets declined by 23.9% for the quarter.   

All eleven industry sectors were down in the quarter; however, there were degrees of separation in 
performance.  The technology sector continues to be a leader and the only sector to have a 
material positive return for the last twelve months.  The energy sector continues to be the polar 
opposite with the dual problem of oversupply and plummeting demand.  The financial sector 
reflects the dramatic decline in interest rates, along with being economically sensitive.  The 
materials and industrial (including airlines) sectors are sensitive to declining economic growth.  The 
one anomaly to point out is the consumer discretionary sector being down only 13.2% in the 
quarter.  This sector’s largest weight is Amazon, which is one of the only stocks that had a positive 
return (5.5%) in the quarter. If Amazon was excluded, the sector performance would be materially 
lower.  The chart below illustrates how all the sectors performed in the quarter and for the trailing 
twelve months.  

Unprecedented Events Require Perseverance (cont.) 

Source:  FactSet 



The bond market was not immune to the volatility caused by 
Covid-19.  Treasury yields declined (prices rose) dramatically, 
while corporate bond yields rose (prices declined) materially.  
This was driven by investors quickly coming to the realization 
that the virus would have a larger impact on U.S. and global 
economic growth by pressuring business activity which in 
turn raises liquidity concerns.  While these issues could ease 
as the year progresses, investors certainly reacted to the cur-
rent situation. U.S. Treasury bond yields declined across all 
maturities during the first quarter, with the 3-month T-bill  
momentarily reaching negative territory for the first time. The 
10-year Treasury bond yield declined by 1.24% in the first 
quarter, as it started the year yielding 1.92% and ended the 
quarter at 0.68%, after it reached an all-time intra-day low of 
0.38% on March 9th. The 2-year and 5-year Treasury yields 
began the year at low levels as well, and continued to fall dur-
ing in the quarter. The 2-year started at 1.57% and closed at 
0.20%, while the 5-year began at 1.60% and ended at 0.27%.  

In March, the Federal Reserve responded aggressively to the 
economic shutdown driven by the virus.  Its overarching goal 
is to provide liquidity and confidence that will help consum-
ers, businesses, and local governments survive the virus-
induced economic shutdown and be able to recover once the 
virus risk diminishes.  The Fed Funds rate was cut to a range 
of 0 - .25% and provides support for the Treasury, corporate, 
municipal, repurchase agreement, and asset-backed markets. 
The Federal Reserve is working with the Treasury Depart-
ment and the banking system to help facilitate this support 
and to keep money available to fund our economy through 
this unprecedented shutdown to save lives. While monetary 
policy will help, the economy (and country as a whole) may 
need further stimulus actions to aid the recovery out of the 
pandemic containment strategy. The $2 trillion fiscal stimulus 
bill is viewed as a start, and more monetary and fiscal stimu-
lus will be required if sheltering at home is required to contin-
ue into June. The Fed has stated that they have flexibility to 
take more action if needed and will do whatever it takes to 
keep the economy functioning during these difficult times.  

Credit Spreads (the yield premium investors require to accept 
the risk of corporate over government debt) were the une-
quivocal driver of the increase in corporate bond yields and 
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Credit Spreads Widen to 11-Year Highs Reflecting Economic Uncertainty 

decline in bond prices during the first quarter. The following 
chart illustrates the history of the credit spreads (the premium 
to Treasury  interest rates that investors require to take the 
risk for investing in corporate bonds). 

Current corporate bond credit spreads are at the high end of 
the last 20 years.  Only late in the 2008-2009 financial crisis 
have  higher levels occurred.  The increase in spreads tends to 
happen when economic fears rise and then subside in more 
stable economic periods. Historically, bond credit ratings 
agencies (S&P, Moody’s and Fitch) tend to lower their ratings 
on corporate bonds when the economy weakens and compa-
nies face increased financial stress.  The credit rating agencies 
were disparaged for being too late with ratings downgrades in 
the wake of the 2008 credit crisis. Given the unique nature 
and speed of the economic impact this time, the credit rating 
agencies have just started to reduce corporate issuers’ ratings.  

We devote significant time in continually assessing the quality 
of  the overall bond portfolio.  The recent spike in corporate 
spreads reflects the economic uncertainty, but also offers op-
portunities to invest in solid investment grade companies of-
fering yields that have not been available for many years. Ar-
cataur continues to focus on high quality bonds. Our patience 
and discipline have served us well and we have recently added 
six new corporate bond purchases for clients. The overall 
quality rating of the fixed income portfolio is mid-single A. 
Aggregate weighted average duration remains short and liquid-
ity is sufficient to take advantage of opportunities that arise.   
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Ironically, in the wake of the 2008 credit 
crisis, we utilized the analogy of a 
patient (the global economy) dealing 
with a chronic condition in need of 
intensive care in order to return to 
health. The stock market bottomed nine 
months later as we felt many important 
milestones were reached, which allowed 
the patient to leave critical care, but still 
not ready to run a marathon. This time 
the patient was far healthier to start, but 
experienced a sudden trauma that 
required a self-induced coma in order to 
help return the patient to health. 

The timing of this care plan is 
undetermined today, but the steps 
required are fairly clear.  First, the effect 
of the containment strategy (economic 
coma) needs to show an ebbing and 
decline in new virus hospitalizations.  
Stocks rallied significantly recently with 
the virus plateauing in Europe and the 
potential of that turning the corner in 
the U.S., especially in New York City, 
the epicenter of the outbreak in the U.S. 

Second, scientific achievement needs to 
provide credible results for minimizing 
the effects of the virus with an eventual 
cure and vaccine.  The amazing progress 
already made here makes this more of a 
when, not if, situation. 

Third, an initial reopening of the 
economy in a safe and measured pace 
must occur.  Science will be helpful to 
allow this to happen; however, the 
entire experience will definitely change 
behaviors for generations.  

Finally, a fully functioning economy 
must emerge. With limited data thus far, 
the current guesstimate would be later 

Second Quarter 2020 Investment Outlook 
in 2020 or early 2021.  Current 
econometric models have a significant 
decline in GDP in the second quarter, 
with a modest recovery in the third 
quarter and potentially accelerating by the 
fourth quarter, assuming the 3rd step 
happens on or before June 30th.   

If the third step turns out to be 
significantly later, we would expect the 
March lows in stock prices could be seen 
again or even exceeded, while a quicker 
pace could mean the bear market low may 
have already been made. 

Traditional stock and overall market 
valuation indicators (price/earning ratios) 
in the second quarter will be useless as 
first quarter earnings reports will be near 
meaningless. The lack of visibility into the 
current quarter, and possibly even the 
third quarter, will make earnings forecasts 
less reliable and potentially irrelevant.   

Balance sheet stability, liquidity, interest 
expense coverage and strong business 
models will be scrutinized and be most 
important in the near-term.  There are 
many companies that are benefiting from 
the current environment.  Companies that 
have a strong financial condition may 
consider timely acquisitions as well.  

Less traditional valuation techniques, such 
as relative capitalization weighted 
multiples, currently put large capitalization 
domestic stock premiums at levels only 
seen two previous times (1931 and 2008) 
in the last 100 years.  Stocks that have 
more economic sensitivity (industrial, 
consumer discretionary and smaller 
capitalization issues) are at levels only seen 
once (2008) in the past century.  These 
economically sensitive areas are 

considered extremely cheap on historical 
parameters, but value needs to be 
considered in conjunction with financial 
stability.  If the patients (companies) 
survive, returns will be tremendous. 
Financial stability is a focus in the current 
environment.  

Stabilization in the bond market recently 
was welcomed by investors and borrowers 
(consumer and corporate) too.  The 
uncertainty of the magnitude and duration 
of the containment strategy is best eased by 
liquidity and financial security.  Like the 
coronavirus healthcare directive to focus on 
the sickest patients, the dual monetary and 
fiscal stimulus targets the most impacted 
and the least prepared.  While not a concern 
in the short-run, the increased deficit 
spending raises risks for a generational shift 
in inflation and future financial security. For 
now, some light at the end of the tunnel has 
been well received by the stock market as it 
has bounced off its lows in March. 

Widening corporate bond credit spreads 
provided opportunities to find reasonable 
value at relatively attractive yields for the 
first time in the last two years.  We also took 
advantage of the initial dislocation in the 
bond market to add to bond exchange 
traded funds for clients.  Diversification and 
quality is a focus of our research and 
management approach.  

Client total portfolios remain well 
diversified and liquidity provides security 
and the flexibility to take advantage of 
expected future volatility . We utilized the 
market weakness incrementally by adding to 
stocks where appropriate for clients, but 
under the circumstances patience is 
required.    

History Teaches Us a Steady Course is Best 
It is tempting in any difficult market for investors to sell stocks and take cover in cash. Amidst the vicious bear market of March 2020, 
this temptation seems irresistible. But, to maximize long-term returns and achieve financial objectives, investors should overcome this 
overwhelming urge to bail from the equity market and sidestep a well diversified plan. Behavioral economists describe this urge to sell in 
declining markets as loss aversion, and in its most basic form postulates that investors feel much more pain from the loss of a given 
amount of money than the pleasure enjoyed from a gain of the very same amount. This phenomenon explains why investors succumb to 
selling into poor markets and why their returns typically suffer as a consequence. There are two primary reasons why these subpar returns 
occur: 1. By the time this desire overwhelms an investor, much of the damage to stock prices has already happened. Keep in mind that 
even in bull markets, there are corrections (defined as 10-20% declines) about every 18 months in the last 75 years. Given that stocks 
have typically recovered all that was lost in the correction (4 months later on average), it’s clear that trying to time selling into a correction 
is a money losing proposition. So, when the correction turns into a unsettling bear market (greater than a 20% decline) like we’ve seen in 
2001, 2008, and now 2020, much of the downside has already taken place.  2. A more compelling reason to overcome loss aversion is the 
very natural reaction investors have, once they have sold stocks, to be very averse to reinvesting this safe money back into the stock mar-
ket. Initially this decision will almost surely look good as the bear market continues, but the safety blanket of cash usually turns into an 
albatross as the market begins to rally in anticipation of better times ahead. Investors with recently-raised cash just cannot believe that the 
bear market has ended and frequently miss a significant portion of the next bull market. A study done by JP Morgan Asset Management 
showed that over the 20 year period from 1999-2018, the S&P 500 returned 5.62% annualized. If an investor missed the 10 best return 
days over that period, the return fell to 2.01%. Given that many of the best days occur early in bull markets, sitting in cash significantly 
reduces returns over an entire cycle. It is very difficult to discern when a garden-variety correction morphs into a bear market, although it 
always appears obvious in retrospect. We believe that investors are best served by owning and holding a well-diversified portfolio of high-
quality stocks and bonds with an appropriate risk profile for their needs, even if it means enduring and persevering through difficult bear 
markets. The 244 year old American story has always been one of great obstacles, difficulties, and seemingly impossible situations en-
countered and overcome. We believe the Covid-19 chapter will represent yet another chapter in this glorious history. 
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Appendix:  Disclosure Information Regarding Composite Performance 
General 

Arcataur Capital Management LLC is an investment advisor.  Arcataur has prepared this report.  The information in this report has been developed 
internally and/or obtained from sources which Arcataur believes are reliable; however, Arcataur does not guarantee the accuracy, adequacy or 
completeness of such information nor do we guarantee the appropriateness of any strategy referred to for any particular investor.  Index information has 
been taken from public sources.  Past performance is not indicative of future results, as investment returns will vary from time to time depending upon 
market conditions and the composition of the composite portfolio.  Returns for individual investors will vary based on factors such as the account type, 
market value, cash flows and fees. 

Calculation Methodology 

The composites reflect dollar-weighted returns of individual accounts.  Arcataur composites may include some discounted or non-fee-paying accounts, 
which could cause the net return to be higher than it would be otherwise.  Arcataur uses the time-weighted internal rate of return formula (i.e., returns 
that include reinvested dividends and other income) to calculate performance for the accounts included in the composite.  Individual account returns are 
calculated on a time-weighted basis, linked daily, and include reinvestment of dividends and other such earnings.  Total return (return) is defined as the 
percentage change in market value (including interest and dividend income) adjusted for any client-directed cash flows.   A time-weighted, daily-linked 
method is used to calculate composite calendar quarter, annual, cumulative and annualized returns.  No leverage or derivatives have been used.  Cash is 
not included in the performance calculations for the Arcataur Large Capitalization Equity Portfolio Composite or the Arcataur Investment Grade Fixed 
Income Composite; Arcataur also does not allocate cash in the Arcataur Managed Balance Portfolio Composite to the equity or fixed income 
components when calculating performance for those components.  Cash is, however, included in the overall performance calculation for the Arcataur 
Managed Balance Portfolio Composite.   

Composites 

Mutual fund holdings are not included in composite results.  Exchange traded funds (ETFs) are included in composite results.  Mutual fund holdings 
typically are “unmanaged assets” and, therefore, are not included in composite results.  Exchange traded funds are designated as “managed assets” and, 
therefore, are included in the composite results. 

The Arcataur Large Capitalization Equity Composite consists of portions of all client accounts invested in accordance with the Arcataur Large 
Capitalization Equity Portfolio strategy (including ETFs). The Arcataur Small & Mid-Capitalization Equity Composites consist of portions of all client 
accounts invested in small & mid-capitalization equity securities (including ETFs). The Arcataur International Equity Composite consists of portions of 
all client accounts invested in international securities (including ETFs). The Arcataur Investment Grade Fixed Income Composite consists of portions of 
all client accounts invested in accordance with the Arcataur Investment Grade Fixed Income strategy. The Arcataur Managed Balance Composite 
consists of portions of all client accounts invested in accordance with the Arcataur Managed Balance strategy. 

Arcataur Composite Investment Performance for the 
3 Months, 12 Months, 3 Years and 5 Years Ended March 31, 2020 

*Total Equity is not an actual composite portfolio; rather, Total Equity represents a  
weighted average return of the Large Cap, Mid-Cap, Small Cap and International 
composites, and is only shown as an indication of potential overall equity perfor-
mance.  Total Equity does not represent any actual portfolio because it is made up 
of a weighted average return of all equity classes.  Please review complete disclo-
sure information below. 
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Appendix:  Disclosure Information Regarding Composite Performance (cont.) 

This Newsletter is for informational purposes only, and is meant for one-on-one discussions between Arcataur Capital Management LLC and its clients 
and prospects.  Past performance is no guarantee of future results.  There is no guarantee that the views and opinions expressed in this Newsletter will 
come to pass.  Investors should not rely solely on the information contained in this Newsletter in making an investment decision, nor is the information 
in this Newsletter intended to be personalized investment advice.  Investors should consult with their own investment advisers regarding their individual 
investment programs.  Even though Arcataur Capital Management LLC uses its best efforts to compile its data from reliable sources, Arcataur does not 
warrant the accuracy, completeness or timeliness of any of the information it provides.  The material in this Newsletter may include forward looking 
statements based on Arcataur’s experience and expectations about the securities markets and the methods by which Arcataur expects to invest in those 
markets. Arcataur disclaims any intent or obligation to update these statements.  The forward looking statements are not guarantees of future 
performance and are subject to many risks, uncertainties and assumptions that are difficult to predict.  Moreover, there is no assurance that any 
projections, predictions, forward-looking statements or forecasts of investment performance will be realized.  Prospective clients should carefully 
consider those risks, in addition to other information, before deciding whether to invest in securities.  Actual investment returns could differ materially 
and adversely from those expressed or implied in any forward looking statements.  Prospective clients must conduct their own investigations of the 
merits and risks of an investment in securities. 

Copyright © 2020, Arcataur Capital Management LLC.  All rights reserved.  This material is proprietary and may not be reproduced, transferred or 
distributed in any form without prior written permission. 

Fees 

The Composite performance figures shown above, are “net” of advisory fees based upon a standard client fee paid during the period including any 
brokerage fees or commissions that have been incurred within the account.  Because the actual management fee paid by an individual client may have 
been higher or lower, the client’s net return may have been higher or lower.  The Arcataur Managed Balance composite is based on actual fees paid and 
may include some discounted or non-fee-paying accounts. The S&P 500® Index, S&P 100® Index, S&P 600® Index, the EAFE® index, the Bloomberg 
Barclays Aggregate Broad Investment Grade Index Treasury/Government/Credit (T/G/C), and the Bloomberg Barclays Investment Grade Index 
Treasury/Government/Credit (T/G/C) 1-5 Years returns do not include any fees; the Lipper Large Cap Core, Small Cap Core, Balanced Fund and 
Bond Fund Averages are net of fees. 

Indices and Benchmark Funds  

The Indices and Benchmark Funds are referred to for comparative purposes only and are not necessarily intended to parallel the risk or investment 
approach of the accounts included in the composites.  Arcataur believes that the Indices and Benchmark Funds selected for comparative purposes are 
appropriate measures given the investment approach.  However, the investment portfolios underlying the indices are different from the investment 
portfolios managed by Arcataur.  The Indices and Benchmark Funds shown are unmanaged, and investors are not able to invest directly in them.  The 
Indices and Benchmark Funds are considered to be generally representative, in terms of risk and exposure, of the various components as follows:   

Arcataur Large Capitalization Equity Portfolio - the S&P 500® Index, the S&P 100® Index and Lipper Large-Cap Core Average. 

Arcataur Investment Grade Fixed Income Portfolio – the Bloomberg Barclays Aggregate Broad Investment Grade Index (T/G/C), the Bloomberg 
Barclays Investment Grade Index (T/G/C) 1-5 Years and the Lipper Bond Mutual Fund Average.  

Arcataur Managed Balance Portfolio - Lipper Balanced Fund Average and 60/40 custom total return index which includes: 18% S&P 500, 18% S&P 100, 
9% S&P 400, 6% S&P 600, 6% EAFE, 3% MSCI-EM, 27% Bloomberg Barclays  (T/G/C) 1-5 and 13% Bloomberg Barclays Aggregate (T/G/C) broad 
index. 

If a client’s portfolio contains small cap exposure, the small cap performance is measured against the S&P 600® Index and Lipper Small Cap Core 
Average.  If a client’s portfolio contains mid-cap exposure, the mid-cap performance is measured against the S&P 400® Index and Lipper Mid-Cap Core 
Average.  If a client’s portfolio contains international exposure, the performance is measured against the EAFE index. If a client’s portfolio contains 
emerging market exposure, the performance is measured against the MSCI Emerging Market Index. 

With the exception of the Lipper Balanced Fund Average, the Lipper Large Cap Core Average, the Lipper Bond Mutual Fund Average, the Lipper Small 
Cap Core Average, and the Lipper Mid-Cap Core Average indices and benchmark funds shown reflect the reinvestment of dividends and other earnings, 
but do not include transaction costs, management fees or other expenses of investing.   

The S&P 500 and S&P 100 are indices of Large-Cap domestic core companies as produced by Standard and Poor’s.  The S&P 400 and S&P 600 are 
indices of Mid-Cap and Small Cap domestic core companies, respectively as produced by Standard and Poor’s.  The MSCI EAFE (Europe, Australasia 
and Far East) Index is a stock market index that is designed to measure the equity market performance of developed markets outside of the U.S. & 
Canada. MSCI Emerging Markets ETF is an index composed of large- and mid-capitalization emerging market equities.  Both are maintained by MSCI 
Barra.   

Lipper, Inc., a subsidiary of Refinitiv (formerly Thomson Reuters), provides mutual fund comparisons for similar investment profiles.  The Lipper Large 
Cap core universe of mutual funds represents large-cap blend discipline of domestic companies compiled by Lipper, Inc.  The Lipper Small Cap core 
universe of mutual funds represents small-cap blend discipline of domestic companies compiled by Lipper, Inc. The Lipper Mid-Cap core universe of 
mutual funds represents mid-cap blend discipline of domestic companies compiled by Lipper, Inc.   The Lipper Balanced Fund universe of mutual funds 
represents funds that include multi-assets including stocks and bonds compiled by Lipper, Inc.  The Lipper taxable bond universe of mutual funds 
represents funds that include investment grade taxable domestic bonds compiled by Lipper, Inc.   


