~'. BRINKER

4N CAPITAL INVESTMENTS

A N ORI ON

Weekly Wire

COMPANY

JULY 18, 2022

“Cash is a Fact: Profit is an Opinion”

Cash - even in a credit card, Venmo, PayPal, Apple Pay, or

cryptocurrency world - remains king. In fact, despite the ever- S&P 500 & S&P 500 FCF Yield On A NTM Basis

present calls for the pending demise of cash money, there 50 >0
are more dollars in circulation today than ever, about $2.3 75 4,500
trillion worth, according to the US Federal Reserve. And what 3r86-1_6_
got us thinking about cash, at least as it concerns corporate 7.0
America and the stock market, was the news last week that 65 2,500
companies in the S&P 500 paid out a record $141 billion in )
dividends in the second quarter, according to S&P Dow Jones 6.0
Indices. Dividend payments by those companies for 2022 are
expected to jump 10%+ from last year's record $511 billion, 5.42 1,500
which would mark the first double-digit increase in payouts
since 2014. And those dividends are so important, from an >0
investing perspective, because companies can't pay out what 45
they don't have; or to lean on the classic quote from noted
economist Alfred Rappaport, “cash is a fact; profit is an opinion.” 4.0
— S&P 500 - Price —— S&P 500 - FCF Yield - NTM

To think about that just a bit differently, even with all the 35 500
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economic uncertainty of late, the companies that make up the
S&P 500 just paid out more in quarterly dividends than ever
before, a dynamic that should speak to strong profits, strong

balance sheets, and an at least somewhat optimistic world view. Stocks, bonds, and commaodities (7/15/2022)
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As investors think about the markets and companies and how
to value both, they often come back to another cash-driven
metric, which is free cash flow yield - which is how much cash
the market or a company throws off relative to the total market
capitalization of the market or company. On a go-forward,
twelve-month basis, the free cash flow yield of the S&P 500 is
back to about 5.5% (see chart; blue line), a level that, at least
over the past 10 years or so, has lined up with near-term market
bottoms, and - knock on wood - better future returns.
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Chart source: FactSet, July 2022. The views expressed are those of Brinker Capital and are not intended as investment advice or recommendation.
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Brinker Capital Market Barometer JuLy 2022

A healthy labor market and solid balance sheets for both consumers and corporations are providing support to the U.S. economy despite the headwinds from high
inflation, tightening monetary policy, and geopolitical stress. Financial markets are more acutely focused on the downside pressures with most major global equity
markets falling into bear market territory during the second quarter. The Fed's last-minute pivot to a 75 basis point increase in the Fed funds rate at the most recent
FOMC meeting led to greater skepticism that they will be able to engineer a “soft landing” without tipping the U.S. economy into a recession. Longer-term Treasury yields
have shown some stability over recent weeks, and consensus expectations for CY 2022 earnings growth remain resilient (+10%). The trajectory of inflation over the
coming months will be critical in determining the outlook for the economy and markets in the back half of the year.

SHORT-TERM FACTORS (< 6 months)

CHANGE NEGATIVE POSITIVE

Momentum [ ] Despite sporadic attempts to rally, most equity markets remain in bear market territory
Trend [} Major global equity indices remain below moving averages
Investor sentiment o Surveys show significantly more bears than bulls; tends to be a contrarian signal
Seasonality ([ ) Markets in midst of seasonally-weak period; more pronounced in midterm election years

INTERMEDIATE-TERM FACTORS (6-36 months)

CHANGE NEGATIVE POSITIVE

Fiscal policy Diminshed likelihood of significant legislation; surging tax revenues aiding deficit reduction

Monetary policy Fed moving toward more restrictive stance; money supply and negative real yields supportive

Inflation o Might have reached peak inflation but prices are still rising at historically high rates

Interest rate environment Rates moving higher but still historically low; yield curve maintains modestly positive slope
Macroeconomic o Labor market remains healthy but consumer spending and other economic data moderating

Business sentiment () Business confidence measures have continued to decline with inflation as a primary driver
Consumer sentiment @ Consumer sentiment decidedly pessimistic; expectations over next 6-12 months deteriorating
Corporate earnings () Earnings remain resilient; margin pressures causing modest rise in negative estimate revisions

Credit environment () Widening in corporate credit spreads orderly in nature; remain tight relative to history

LONG-TERM FACTORS 36+ months)

Valuation U.S. equity valuations near long-term averages; overseas markets below average valuations
Business cycle &~ Decelerating GDP growth and negative LEl increasing the potential for shallow recession
Demographics Emerging markets possess more favorable trends overall than developed markets

For informational purposes only. Indices are unmanaged, and an investor cannot invest directly in an index. Source: Brinker Capital. Information is accurate as of July 1, 2022. Themes and specific funds utilized to implement themes
are discussed within the context of Brinker Capital's managed asset allocations and are based on current market conditions and constitute Brinker Capital's judgment and opinions, which are subject to change without notice. Past
performance does not guarantee future results. Statements referring to future actions or events, such as the future financial performance of certain asset classes or market segments, are based on the current expectations and
projections about future events provided by various sources, including Brinker Capital's Investment Management Group. These statements are not guarantees of future performance and actual events may differ materially from
those discussed. MSCI AC World ex US Growth: An index made up of approximately the top 50% of the MSCI AC World ex US Index as composite ranked by five growth rates. This is a common proxy used to represent the growth
segment of the developed international market. MSCI EAFE Index: A market-capitalized weighted index representing developed international equity markets located in Europe, Australia, Asia and Far East (EAFE). S&P 500 Index: An
index consisting of 500 stocks chosen for market size, liquidity and industry grouping, among other factors. The S&P 500 is designed to be a leading indicator of U.S. equities and is meant to reflect the risk/return characteristics of the
large-cap universe. Companies included in the Index are selected by the S&P Index Committee, a team of analysts and economists at Standard & Poor’s. Barclays US Aggregate Index: A market capitalization-weighed index, maintained
by Barclays Capital, and is often used to represent investment grade bonds being traded in the US. MSCI Emerging Markets: a float-adjusted market capitalization index representing 13% of global market capitalization. Captures mid
and large cap across more than two dozen emerging market countries. Brinker Capital Investments, LLC a registered investment advisor.
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