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SVB Financial Group (SVB), recently the 18t largest bank in the country, was closed by regulators last week, acting
as the main catalyst for the S&P 500’s weekly drop of 4.6%. The S&P 500 remains in modestly positive (+0.6%)
territory for the calendar year, while the 30 stock Dow Jones Industrial Average has moved into the red (-3.7%).
Over the weekend, the Federal Reserve also closed Signature Bank (SB). SVB’s and SB’s collapse follows on the
heels of the announced liquidation of another California based bank, Silvergate Capital (SI).

Despite the negative headlines emanating from the financial media and the likelihood of continued volatility in asset
prices, we do not think the current sequence of events will trigger a repeat of something similar to the banking crisis
that set off the Great Recession. Why? In a nutshell, most large American banks are well capitalized after the
changes instituted under the Dodd Frank Act of 2010 and SVB’s + SB’s+ SI’s woes are largely due to problems
with their idiosyncratic key customer bases — venture capital backed and cryptocurrency firms. Furthermore, the
U.S. Treasury and Federal Reserve issued a statement Sunday evening proclaiming that 100% of SVB + SB bank
deposits would be available to their customers on Monday.

As equities fell last week, traditional safe haven investments showed their mettle. Over the course of last week,
gold increased 0.5% and the benchmark 10 Year U.S. Treasury Note increased more than 2%, as yields fell from
roughly 4.0% to 3.7%. The oft used expression “Cash is king” has made a comeback with the yield on ultra-safe
and liquid U.S. Treasury Bills approaching 5.0%. An increasing number of investors seem content to remain on the
sidelines while the latest round of market volatility runs its course. At Beacon, we do not believe in market timing,
but recommend clients keep at least one year of living expenses in safe assets, such as high quality fixed income
and cash equivalent investments. Thoughtful diversification across several asset classes remains a pillar of
Beacon'’s risk management process.

In parallel to the SVB and SB news, the other major economic headline occurred on Friday when the latest
unemployment report was released. The unemployment rate increased from 3.4% to 3.6%, yet 311,000 net new
jobs were created last month. The seemingly paradoxical data may be unraveled by noting the labor force
participation rate went up, resulting in more people seeking work. Another element of the unemployment report
appeared to cheer the markets on Friday, before it succumbed to the SVB led related selloff. Namely, wages
increased 4.6% from a year ago, less than expected, signaling that inflation is continuing to trend in the right
direction.

Federal Reserve Chair, Jay Powell, testified before Congress last Tuesday and Wednesday. His comments
suggested that the Fed has not yet determined its plans regarding further interest rate hikes at its upcoming March
21-22 meeting. Before the SVB collapse, the futures markets were leaning towards a 50 basis point (bps) rate hike,
with a 25bps rise as a relatively small possibility. Fears of contagion from SVB to other banks have moved the
odds of a rate hike dramatically. Futures markets are now pricing in the likelihood of a 25bps hike, with a relatively
smaller possibility of no change in rates.

The economic calendar is fairly active this week. The highlight may be on Tuesday when the Consumer Price Index
(CPI) report will be released. If the number comes in at or below the consensus estimate of 6.1% it may give the
Fed reason to slow, and ultimately end, its 1+ year rate hike campaign. The Producer Price Index (PPI), a measure
of wholesale inflation will be released on Wednesday. PPI acts as somewhat of leading indicator for the CPI, since
inflation for consumers is unlikely to slow dramatically if producers are seeing large increases in their cost(s) of
doing business.




The Retail Sales report will also be released on Wednesday, providing another touchpoint concerning how close
the economy may be to entering a recession, given that consumer spending accounts for roughly 70% of GDP. The
Housing Starts report will be released on Thursday. With the national interest rate on mortgages now in excess of
7%, it will be informative to see if homebuilders think better days lie ahead in the not too distant future. On Friday,
the Leading Economic Index (LEI) and the University of Michigan Consumer Sentiment reports will be released.
LEI has dropped for 11 consecutive months, suggesting that at least a mild recession is likely in the coming months.

Market Scorecard: 3/10/2023 YTD Price Change
Dow Jones Industrial Average 31,909.64 -3.73%
S&P 500 Index 3,861.59 0.58%
NASDAQ Composite 11,138.89 6.42%
Russell 1000 Growth Index 2,253.13 4.40%
Russell 1000 Value Index 1,455.77 -2.76%
Russell 2000 Small Cap Index 1,772.70 0.65%
MSCI EAFE Index 2,038.91 4.58%

US 10 Year Treasury Yield 3.695% -18 basis points
WTI Crude Oil $76.64 (4.76)%
Gold $/0Oz. $1,871.50 2.33%
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Important Information: Beacon Investment Advisory Services, Inc. (“BIAS”) is an SEC registered investment adviser, under the name Beacon Trust, and
is wholly owned by Beacon Trust Company (“BTC”), which is a subsidiary of Provident Bank. Provident Bank is a subsidiary of Provident Financial Services,
Inc., a holding company whose common stock is traded on the New York Stock Exchange. Beacon Trust may only transact business in those states
where they are notice filed or qualify for a corresponding exemption from notice filing requirements. Additional information is contained in the respective
Form ADV disclosure documents, the most recent versions of which are available on the SEC’s Investment Adviser Public Disclosure website at
http://www.adviserinfo.sec.gov.
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This publication is limited to the dissemination of general information pertaining to the wealth management products and services offered by Beacon to
U.S. residents of those states where not prohibited by applicable law. No portion is to be construed as a solicitation to effect transactions in securities
or the provision of personalized investment, tax, or legal advice. Investing involves risks which may lead to losses, including loss of principal. Different
types of investments involve varying degrees of risk and there can be no assurance that any specific investment will be profitable. Any reference to a
market index is included for illustrative purposes only, as it is not possible to directly invest in an index. Indices are unmanaged vehicles that serve as
market indicators and do not account for the deduction of management fees or transaction costs generally associated with investable products, which
otherwise have the effect of reducing the performance of an actual investment portfolio. Calculation methodologies are available from BIAS upon
request.

Past performance is not a predictor of future results. It should not be assumed that any information discussed herein will prove to be profitable or that
decisions in the future will be profitable or provide specific performance results. Any discussion of tax matters contained within this communication
should not be used for the purpose of avoiding U.S. tax related penalties or promoting, marketing, or recommending to another party any transaction or
matter addressed herein. Beacon Trust does not provide legal advice. 00187970
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