HUNTER [l CAPITAL

MANAGEMENT, LLC

2023 YEAR END COMMENTARY

The roller coaster that is the US stock market was on full display in 2023 with dramatic ups and downs
that can be interestingly observed over a two year period. After a 19% loss for the S&P 500 and an 8% loss
in the Russell 3000 Value in 2022, we experienced a significant rebound in 2023. Combining the past two
years, the S&P 500 generated a price return of 0%. Despite all the turbulence, “the market” as measured by

the S&P 500, ended 2023 essentially right back to where it started in 2022.

| S&P 500 PRICE HISTORY: DEC. 31, 2021 - DEC. 31, 2023 | |}{|
AR >//>': 47c1c |
T T ——————————
8,600 -\~ ool
4400 - W WO [-M- | e e
4,200 - -- B | N AN

2021-2023

Price Change: 0.08%
Cumulative Return: 3.42%

ByA00 - - - - mmm e e e e
3,200 T T T T T T T T T T T T T T ; T
O & m > ¢ ¢ >» O 2 o & m > ¢ < >» O 4
o 2 @ E ° § S £ ¢ o 9 ) o 2 @ § ° § c c c o0 9 )
e I ¥ 3 I < 3 L @ % + < o 2 T S 3 < 7 L@ T o+ <
N N N : N N N N N N : N N N
R N 8 RN RS PMB RIS RB R aa d al a9 & a8

Source: FactSet

Our All Cap Value (“ACV”) composite
performance the last two years was
similar. On a two-year basis HCM
ACV was within 30 bps of the bench-
mark, but with less volatility. Our goal
is to outperform our benchmarks with
less risk over a market cycle. It is worth
noting that some accounts in our com-
posite have higher cash levels in accor-
dance with client conservatism.
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Focusing specifically on 2023, it was a year we entered with
caution given concerns on inflation, interest rates, risk of a
recession and geopolitics. The market experienced down-
side volatility late in the first and third quarter driven by a mini
banking crisis and interest rates. But, the year concluded far
better than we anticipated given dovish commentary from
the Fed and general optimism for a soft landing. As a result
given our defensive positioning and higher cash levels in
some accounts, we were not surprised that the 9.8% (net)
return in our ACV composite lagged the Russell 3000 Value.
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Our positioning as we enter 2024 is still focused on downside risk to the market. This is a stance we feel
comfortable taking with valuations hovering near historically high levels, and most of the same macroeco-
nomic risks still on the table. Our investment process has been steadfast since our predecessor firm was
founded in 1980 and we believe playing sound defense is critical to our long-term success. Thus, we remain
focused on investing in quality companies at what we believe are attractive valuations. The result is a diver-
sified portfolio that should outperform our benchmarks with less risk over a full market cycle.

Despite our defensiveness, disinflation, the Fed pivot, healthy labor markets, and fiscal support provide
favorable underpinnings for U.S. economic growth in 2024. Lower relative valuations in small and mid-cap
companies, with P/E disparities at multi-decade highs (below), signal opportunity for our ACV strategy
where we can continue to selectively take advantage of this imbalance. In addition, we launched a small cap
strategy in August of 2022 that is well positioned for this opportunity. Our SCV composite has outper-
formed the Russell 2000 Value since inception and also for 2023.

[RATIO OF S&P 500 P/E VS. S&P 600 SMALL CAP P/E: LAST 25 YEARS ]
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Turning to attribution, in both strategies we saw positive
total effect in healthcare, staples and industrials. Most of
the positive attribution was from equity selection. In indus-
trials we found quality companies in the building products
space with strong competitive positions and balance
sheets that should be more resilient despite operating in a
highly cyclical industry.

Healthcare was one of the worst performing sectors allow-

ing us find several attractive businesses trading below our
view of intrinsic value.
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Our attribution in both strategies lagged in financials and REITs due in part to the negative impact from
higher interest rates throughout the year. Banks were a particular issue at the beginning of the year during
the banking crisis. While we had limited exposure to distressed banks, our overweight to the smaller cap
regionals detracted from performance. We spent considerable time reevaluating our bank positions both
during and after the crisis and made adjustments. We believe we are better positioned to weather any

future problems in the sector.

As we wrote in previous commentary, we continue
to look at utilities and health care given both
sectors have been out of favor. Utilities have been
negatively affected by rising rates. Health care was
impacted in part by pressure in life sciences spend-
ing, the impact of GLP-1 and questions about
growth in big pharma.

We are also looking for bargains in technology and
industrials where we believe competitive advantag-
es are often the strongest on a long term basis.
Though we acknowledge that it is challenging to
find reasonable valuations in technology.

After a very strong relative showing for value
stocks versus growth in 2022, last year was
once again another year of growth outper-
forming value. This is a continuation of an
almost decade long move that we believe will
reverse and be to our benefit at some point,
although the timing is difficult to predict.

At the firm level, we are pleased to report that
Schwab added our small cap value fund,
HSCVX, to their platform. Our ACV strategy is
also available in SMAs on Schwab, Envestnet
and Adhesion. In addition, we updated our web-

site www.huntercapitalmanagement.com

Thank you for your consideration of our value
strategies. Have a happy and healthy 2024.

Respectfully,

The HCM Team

Confidentiality: The contents of this note, along with any attachments, are covered by state and federal law governing electronic communications and may
contain confidential and legally privileged information. The information is intended solely for the use by the individual or entity named above. If you are not
the intended recipient, you are hereby notified that any disclosure, copying, distribution or taking of any action or reliance on the contents of this e-mailed
information, including attachments, is strictly prohibited. If you received this e-mail in error, please immediately contact the sender and delete the e-mail
and any attachments from all of your computers. No offer / advice matters: This communication is not meant to offer any security. To the extent this
message provides any investment advice, such advice is subject to the recipient’s investment advisory agreement with Hunter Capital Management, as well
as HCM’s Form ADV Part 2.
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