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The segments of
the market
expected to
benefit from a
reopening of the
economy in 2021
outperformed
those that
benefited from the
“stay home”
economy in 2020,
continuing the
trend that began
late last year.
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First Quarter Review

U.S. stocks continued gaining ground in the first quarter, supported by progress in vaccinating
Americans and optimism about economic reopening. The segments of the market expected to
benefit from a reopening of the economy in 2021 outperformed those that benefited from the “stay
home" economy in 2020, continuing the trend that began late last year.

Global equities, as represented by the MSCI All Country World Index, rose by 4.6% for the quarter.
The S&P 500 gained more than 6%, while U.S. small company stocks gained nearly 13%. Developed
international stocks, as measured by the MSCI EAFE Index, rose by nearly 4%. The MSCI Emerging
Markets Index gained about 2%.

In sector terms, the S&P 500's energy sector gained more than 30% for the quarter; the financial
services sector gained nearly 16%. In contrast, the technology sector trailed with returns of
approximately 2%. The rotation in sector leadership was reflected in value performance relative to
growth. The small cap Russell 2000 Value Index outperformed its growth counterpart by more than
16%, while the large cap Russell 1000 Value Index outperformed its growth counterpart by more
than 10%.

The bond market fell during the quarter. Optimism about economic growth and worries about
inflation were catalysts for rising bond yields. 10-year Treasury yields rose from less than 1% at the
start of the year to 1.74% at the end of the quarter, leading to a decline of more than 3% for the
Bloomberg Barclays Aggregate Bond Index. Shorter-term and municipal bonds fared somewhat
better than intermediate and long-term bond holdings.

Quarter ToDate Returns 3/31/2021
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mi2m 1.9 33 0.7 54.6 56.4 94.8 44.6 58.4 34.6
Full Cycle* 2.7 2.4 4.0 5.7 9.6 9.2 23 23 31

* Full Cycle is the annualized return from October 2007 peak to present.
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Concerns about
mounting
government debt,
inflation, and
rising interest
rates dominate
the headlines, but
may influence
markets more in
future years than
in 2021.

TFC client portfolios rose in absolute terms and relative to client benchmarks during the first quarter.
U.S. small company value holdings were standouts during the quarter, contributing to absolute and
relative returns. TFC's innovation and growth-oriented holdings, last year's biggest winners,
generally trailed the market during the first quarter. TFC's bond holdings were slightly down for the
quarter.

Market Outlook

The quarter ended with the unveiling of President Joe Biden’s infrastructure plan, fallout from the
meltdown of the Archegos Capital family office, and continued debate about inflation expectations.

Some of the concerns dominating headlines to start the quarter are likely to fade while others may
have greater impact. Concerns about mounting government debt, inflation, and rising interest rates
dominate the headlines, but may influence markets more in future years than in 2021:

e  Government Debt: Despite the substantial rise in government debt, debt servicing costs as
a percentage of GDP are far below the levels of 20 years ago. Worries about the impact of
the $1.9 trillion American Rescue Plan may be misplaced, as much of the spending is
temporary and will not have a lasting impact on GDP growth, the output gap, or inflation.
Most of the Biden Covid-relief plan is more aid than pure stimulus, as relief that keeps
spending from declining more than would otherwise be the case. Only about $500 billion
of the American Rescue Plan should be thought of as pure stimulus, such as the $1,400
stimulus checks and tax credits paid regardless of earned income. Biden’s proposed
infrastructure plan would have a longer-lasting impact on economic growth, interest rates
and inflation, but the implications of the tax and spending elements of the plan will be
uncertain until the hotly debated plan is brought to a vote later this year.

e Inflation: Inflation should rise because of year over year comparisons to pandemic-
depressed levels as the economy reopens. Pent-up demand may also lead to temporary
supply/demand imbalances. For example, flight demand may return before airlines can
restore their operations to pre-pandemic levels. The Fed has clear plans to look through a
temporary rise in inflation caused by transitory factors such as low base effects and
temporary supply bottlenecks. Longer-term, it is likely that inflation will remain under
control until the economy gets closer to full employment. According to Alpine Macro, if
nonfarm payrolls persistently grow at 500K per month, it will take until late 2022 to return
to the prior peak in employment. A return to the pre-pandemic trend of employment is not
projected to occur until mid-2024.

e Interest Rates: Optimism about the economic recovery is the primary driver behind rising
rates, which is “"good” news. Although 10-year Treasury yields rose dramatically during the
first quarter, yields remain below pre-pandemic levels. Higher interest rates represent good
news for savers but are less favorable news for more speculative growth stocks. Bond
yields could still rise from here, but the higher-risk collision between mounting government
debt and the bond market is likely to be delayed until the Fed “tapers” its purchases of
Treasury securities.

We have more concerns about the booming market for IPOs, popularity of “meme” stocks, rising
margin balances, and rich valuations for unproven companies:

e IPOs and SPACs: According to Bloomberg, last year's dollar value of IPOs was the highest
since 2007 and above the peak of the dot com boom. 80% of last year's IPOs had negative
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Continued progress
containing Covid-
19 should provide a
supportive
environment for
equities, amplified
by monetary
support from the
Federal Reserve
and abundant
government
spending.

earnings, about the same percentage as was the case in 2000. A significant percentage of
IPOs were of Special Purpose Acquisition Companies (SPACs), otherwise known as “blank
check” companies. Many SPACs have yet to complete a deal and are trading below their
offering price.

e GameStop and “meme" investments: The wild ride in GameStop and other “meme” stocks
is fueled by social media, zero commission trading and derivatives. Since April 2020,
GameStop has traded as high as $483 and as low as $2.83, dizzying volatility for a company
that continues to lose money.

e Leverage: According to Alpine Macro, margin debt is at record levels as a percent of GDP.
The demise of Archegos Capital shows the dangers of holding highly leveraged,
concentrated positions and is a reminder that some forms of borrowing can be hidden from
the view of regulators and counterparties.

e Small Companies, High Valuations: Historical data shows that paying a high multiple of
price to sales produces inferior returns over long periods. More than 400 U.S. companies
with market cap of more than $250 million began the year trading at a valuation greater
than 10 times sales. Companies with the combination of high valuations and profits that
are not expected to materialize until far in the future may be the most vulnerable to rising
interest rates.

Continued progress containing Covid-19 should provide a supportive environment for equities,
amplified by monetary support from the Federal Reserve and abundant government spending. The
segments of the market hardest-hit by the pandemic are likely to benefit from a gradual recovery to
pre-pandemic levels of economic activity. The economic recovery and steepening yield curve should
also help bank stocks. The "FAANGs" may be relatively vulnerable to a correction in 2021 after a
spectacular 2020, but we think a collapse is unlikely given their strong market positions and cash
flows. In contrast, although some of tomorrow'’s big winners will be found among the large group of
speculative and highly priced smaller companies, many will fail. Selectivity is important in the more
speculative segments of the market, looking beyond themes and “memes” to identify companies
with strong balance sheets, a proven product pipeline, and a viable path to profitability.

European stocks, which are more export-centric and cyclical than U.S. stocks, should benefit from
economic reopening and from fiscal stimulus that will be more meaningful in the second half of
2021. However, the pace of economic reopening has been slowed by the well-chronicled
shortcomings in the European Union’s approach to acquiring Covid vaccines. Although European
manufacturing is rebounding strongly, consumption is lagging. We're reasonably optimistic about
the prospects for emerging markets stocks, but expect distinct winners and losers among emerging
markets countries and companies. As is the case with small company stocks, we think selectivity in
emerging markets is important, as there is no longer a "rising tide" that lifts the entire emerging
markets asset class.

Short-term bond yields should continue to be restrained by central banks, while longer-term bond
yields may continue to drift upward.

Portfolio Positioning

TFC is positioned in line with long-term strategic targets for stocks, expecting a continued recovery
for the global economy and for corporate profits. Diversification within the equity portfolio
continues to be important because the rotational shifts we have seen in recent years are happening
so quickly. Diversification must be emphasized not just across sectors, but also across market cap,
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geographies, asset classes, and within asset classes. Just as important as diversifying is thoughtful
rebalancing to trim back on areas that have outperformed and add to areas that underperform.

We are positioned cautiously within bond portfolios, with a core of short-term, high quality fixed
income holdings that will provide safety and liquidity but unfortunately not a lot of coupon income
in a low-rate environment. We expect the municipal bond market to further recover in 2021, and
expect incremental income relative to government bonds from our corporate and mortgage-backed
bond holdings.

We are optimistic that we will be able to see you in person at a later time in the year.

As always, we welcome your comments and questions.

Sincerely,
=8 2.
’ ST

Daniel S. Kern, CFA, CFP® Renée Kwok, CFP®
Chief Investment Officer President & CEO

TFC Financial Management, Inc.
260 Franklin Street, Suite 1888, Boston, MA 02110
p 617.210.6700 | £ 617.210.6750 | www.tfcfinancial.com

Disclaimers:

1.

This commentary may include forward-looking statements. All statements other than statements of historical fact are forward-looking
statements (including words such as “believe,” “estimate,” “anticipate,” “may,” “will,” “should,” and “expect”). Although we believe
that the expectations reflected in such forward-looking statements are reasonable, we can give no assurance that such expectations
will prove to be correct. Various factors could cause actual results or performance to differ materially from those discussed in such
forward-looking statements.

Past performance is not indicative of any specific investment or future results. Views regarding the economy, securities markets or
other specialized areas, like all predictors of future events, cannot be guaranteed to be accurate and may result in economic loss to the
investor.

This commentary is intended to provide general information only and should not be construed as an offer of specifically tailored
individualized advice.

Any information provided regarding historical market performance is for illustrative and education purposes only. Clients or
prospective clients should not assume that their performance will equal or exceed historical market results and/or averages.

While we believe the outside data sources cited to be credible, we have not independently verified the correctness of any of these
inputs or calculations and, therefore, cannot warranty the accuracy of any third-party sources or information.

Specific securities identified and described do not represent all of the securities purchased, sold, or recommended for advisory clients,
and the reader should not assume that investments in the securities identified and discussed were or will be profitable.

Investment process, strategies, philosophies and allocations are subject to change without prior notice.

Adviser has selected the stated benchmarks to allow the comparison of a client’s performance to that of well-known indices. The
benchmarks are shown for comparative purposes and to establish current market conditions. Clients cannot invest directly into an
index. Clients should be aware that the referenced benchmark funds may have a different security composition, volatility, risk,
investment objective and philosophy, diversification, and/or other investment-related factors that may affect the benchmark funds’
ultimate performance results. Additionally, referenced indices may not include fees, transaction costs or reinvestment of income.
Therefore, the Adviser’s composite and investor’s individual results may vary significantly from the benchmark’s

performance. Benchmarks used by Adviser are current as of the date indicated and may change without notice.

Registration with the SEC should not be construed as an endorsement or an indicator of investment skill, acumen or experience.
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Notice of Availability of Updated Form ADV Part 2A Brochure
And Form ADV Part 2B Brochure Supplement

As an SEC-registered investment adviser, we are required to update annually in the first quarter of each
calendar year our Form ADV, which includes our Form ADV Part 2A Brochure and Form ADV Part 2B
Brochure Supplement. If, in connection with our annual update, we make material changes to our
Brochure or Brochure Supplement since the date of our last annual update, we are required to provide
(or offer to provide) our clients with copies of them.

In connection with the just completed annual update of our Form ADV, there were no material changes
to our Brochure or Brochure Supplement.

By this notice, we are offering to provide you a copy of our Brochure and Brochure Supplement. You
may obtain copies by sending an email to Constance Wyllie, Chief Compliance Officer and VP of Client
Service & Operations, at cwyllie@tfcfinancial.com, or by calling Ms. Wyllie at 617-210-6700.

You can also find our Brochure and Brochure Supplement, as well as other information about us, through
the SEC's Investment Adviser Public Disclosure (IAPD) portal: www.adviserinfo.sec.gov. You can search
this site by a unique identifying number, known as a CRD number. Our firm CRD number is 105062.

Please do not hesitate to call us if you have any questions.

Notice dated March 23, 2021
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