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over 32 years of experience in the
Financial Services Industry. Scott
brings a wealth of knowledge and
experience to help clients with the solutions needed
to meet their financial needs. He has an Associate of
Applied Science degree from the Pennsylvania College
of Technology and graduated from the Graduate
School of Retail Banking at the University of Virginia.
In addition, Scott is Certified in Long Term Care, a
Certified Mutual Fund Counselor and a Life Underwriter
Training Council Fellow. He holds his Series 24, 7, 65
& 63 Securities Registrations, and holds Pennsylvania
Life, Accident & Health Licenses.

Scott serves as a Board Member for the Deane Center
for the Performing Arts, the Endless Mountain Music
Festival, and enjoys various social organizations and
volunteer activities with various charities in Tioga and
Lycoming Counties. Scott and his wife, Dawn, have

two adult Daughters and reside in Liberty, PA.

Key Equity Indexes - %YTD NTM Dividend
As of Quarter End Return**  P/E** Yield**

S&P 500 -19.11 15.99 3.97 1.59

Russell 2000 -22.54 17.40 2.01 1.27

Russell 1000 Growth | -27.35  21.25 10.16 0.92

Russell 1000 Value -11.75 12.94 2.35 2.16

MSCI EAFE -19.86 11.73 1.62 3.38

MSCI EM -18.11 11.01 1.66 3.09

Sources: JP Morgan Weekly Market Recap; Northern Trust. Past performance does not guarantee
future results, which may vary.
** As of 07/01/2022

2022

Key Interest Rates 10/1/21  12/31/21  4/1/22 7/1/22
2-yr Treasury Note 0.27 0.73 2.44 2.84
10-yr Treasury Note 1.48 1.52 2.38 2.88
30-yr Treasury Note 2.04 1.9 2.44 3.1
30-yr Fixed Mortgage 3.1 3.27 4.8 5.84
Corp. Bond Index 213 2.36 3.67 4.62
High-Yield Bond Index | 4.68 4.86 6.23 8.86

Sources: JP Morgan Weekly Market Recap & Oppenheimer Markets Review At-a-Glance
Past performance does not guarantee future results, which may vary.

2022 YTD STYLE PERFORMANCES™

US Equity Style

MSCI World Style

US Fixed Income Maturity***

In-

Core Growth Short Long Quality

termed.

Equity Size Value Core Growth Value

Large -11.75% -20.05% -27.35% | -10.53%
Medium -15.03% -20.45% -30.03% | -16.86%
Small -16.07% -22.54% -28.87% | -16.03%

-19.67% -28.33% || -3.84% -5.33% -20.76% | Government
-22.20% -29.14% || -5.23%  -8.49% -22.28% | Corporate

-22.18% -28.42% || -9.58% -13.42% -24.05% | High Yield

Source: Goldman Sachs Asset Management Market Monitor & Oppenheimer Markets Review At-a-Glance US Equity Style Returns - Russell Indices Past performance does not guarantee future results, which may vary.

**As of 7/1/2022




HOLDING THE LINE

Often assumed to be a military expression, the earliest
use of the term “hold the line” is actually first traced back
to American football (with the “line” being the line of
scrimmage). But, of course, the term is often used in a
number of circumstances — military or otherwise. And it
can certainly be used today to address current dynamics
playing out in the global economy and financial world.

Ukrainian armed forces. The most obvious application is
to the war in Ukraine, recently surpassing its fourth month.
A fairly well-established battle line has been drawn in the
eastern part of the country — with the Russian army now
occupying much of the Donbas area (about half the size of
Iceland) and with little meaningful progress made of late
by either side. Essentially both sides are holding the line at
the moment. But Ukraine’s recent success in taking back
Snake Island was a strategic victory and may help reopen
the Black Sea up for grain exports — badly needed. Wheat
prices were up 85% at one point this year, but are moving
back to more normal levels (now only up 8% for the year)'.
More generally, supplies of all goods are — ever so slowly
— increasing as global economic functioning normalizes.
Central banks. Here, investors really wish the Federal
Reserve (and other central banks) would not hold the line.
Historically, too much financial market weakness would
prompt the Fed to curb its rate hiking plans (or initiate rate
cuts) — but, this time around, the Fed has held strong.
Managing inflation has taken priority over economic
growth — and financial market — support. As such, a key

SECOND QUARTER 2022 TOTAL RETURNS (%)

QUARTERLY REVIEW

economic variable for investors today is the core personal
consumption expenditure deflator — a measure of core (ex-
food and energy) prices and the specific inflation metric
the Fed is attempting to bring to its 2% inflation goal. Right
now, that metric sits at 4.7%. This is off slightly from its
5.3% February peak! — but investors want more decline
(and more quickly) such that the Fed can ease up on its
rate hike trajectory. At present, the markets predict a 75%
chance of another 0.75% hike in July and a total of 1.75%
more in 2022, which would put the Fed funds rate at 3.5%.

Corporations. For this economic expansion to continue,
corporations will likely have to hold the line on investment,
and not succumb to recessionary fears by cutting back on
planned expenditures. The consumer (via government
stimulus) has been the driving force of the post-pandemic
expansion thus far. But corporations need to continue the
current pace of hiring and maintain capital expenditure
plans. The average analyst still expects double-digit S&P
500 earnings growth in 2022" — but should those numbers
start to slip, so too could business investment.

The inflation line. All of the above dynamics are either
driving or reacting to inflation. Constructive developments
on the war in Ukraine would help cap commodity inflation,
which may allow the Fed to slow its pace of tightening and
encourage corporations to go on offense. Fed action thus
far has brought longer-term inflation expectations down to
a range of 2.2% to 2.6%. All we need now is a (fairly)
quick and straight line from here to there.

It was a difficult quarter across all asset classes (save cash) — including both risk-control and risk assets.

RISK CONTROL RISK ASSETS
FIXED INCOME EQUITIES REAL ASSETS

High
Cash Muni Grade TIPS Yield EM Debt ExUS EM
0.1
2.9
-6.1 7.4
9.8
-12.0
168 14 156 7.0
yip 02 | 90 | 103 | -89 | 142 | 145 | 212 | -19.2 | 178 | 14 | -198 |

Source: Northern Trust Asset Management, 'Bloomberg. NR: Natural Resources; GRE: Global Real Estate; GLI: Global Listed Infrastructure. Indexes are gross of fees.
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KEY DEVELOPMENTS

Economic Transition MARKET CAP SWINGS ($B)
What a difference one year and nine months makes. In mZoom mExxon
late October 2020, Zoom (the Covid-economy savior) 400 361

carried a higher valuation than Exxon (the largest oil

company in the U.S.). Since then Zoom has fallen by %00
80% while Exxon has gained 180%. Better than most 200 162 149
any other data point, this fact captures the economic 100 . . 32
transition underway — less focus on the pandemic, more . —
focus on inflation and gasoline prices. Clearly, the war Zoom pandemic peak Current
in Ukraine played a large role in this transition — and will
likely continue to influence the economic outlook.
Recession on the Radar? CONSENSUS EXPECTATIONS FOR 2022...
Continued inflationary pressures have led to increased mmmm Growth (GDP %) mmmm [nflation (core PCE %)
Fed hawkishness — which, in turn, has led to increased mmm Fed tightening (%) =O=="Recession probability
odds of recession. Coming into the year (the 4Q21 data 5 20% 33%
in the chart), growth was fine, inflation was “transitory” 4
and the Fed was only expected to gradually start the 15%
rate raising process. Recession odds sat at 15%. As we 3
sit today, the Fed is expected to raise rates a total of 2
~3% (already having raised by 1.5% thus far). Its 1 .
intention is to bring down inflation, but it may also harm 0
growth. Recession odds now sit at one-third. 4Q21 1022 2022
Rate Recalibration VALUATIONS 6M BEFORE VS. 6M AFTER INITIAL HIKE
The increase in expected Fed rate hikes has led to a ® Prior episode
decrease in equity valuations. Previous Fed rate hike W 30
campaigns have shown a strong correlation between E 15 O
the one-year rise in the Fed funds rate and the percent E 0 L4 .° ----------- °
change in valuations (measured from six months prior = s T r'y Current
to six months after the first hike). This makes sense — a £ “Trendline P/E change assuming ~"***..., ()
higher expected discount rate means cash flows in the qé’ -30 123121 hike expectation T o
future are worth less. Valuations now appear fair based % -45 ®
x* 00 0.5 1.0 15 2.0 25 3.0 3.5

on expected Fed action (see chart). Concerns have

now shifted to the extent of the growth slowdown. 1-year increase in Fed funds target rate

Broad Bear Market BOTTOM FIVE QUARTERLY 60/40 RETURNS (%)
When the dust on the second quarter settled, we were 0

left with the third worst performance for a 60/40 portfolio

in the global history we have — using MSCI ACWI for 5

equities and Bloomberg U.S. Agg for fixed income (data

from 1987). Unlike previous down quarters, fixed 10

income played a large part this time around — down
nearly 5% when it should be providing offsetting gains. )
Interestingly, the only quarters with worse returns were 4Q08 1Q20 2Q22 3Q90 3Q08
4Q08 (global financial crisis) and 1Q20 (pandemic). In

each case, the next year saw large double-digit returns.

N -10.1
-11.5 -11.5 -11.2 10-5

Source: Northern Trust Asset Manaaement. Bloombera. Consensus expectations from Bloombera. *One-vear forward recession probabilitv. Data as of 6/30/2022.
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MARKET REVIEW

Interest Rates

Global bond yields repriced higher as the Fed-led
monetary policy tightening cycle gained steam. Across
two meetings, the Fed hiked its policy rate by 1.25% to
1.75%, began to roll off its balance sheet and talked up
a “strong commitment” to restoring price stability. With a
resolute focus on bringing down inflation, central bank
policy has set out to lower demand in line with supply.
This, combined with stickier-than-expected inflation,
reset U.S. interest rates higher. Toward quarter end,
yields came off peaks over recession concerns.

U.S. TREASURY YIELD CURVE

—e— 6/30/22 UST curve —e=—3/31/22 UST curve

Credit Markets

Despite a fleeting rally in May on hope that the Fed may
slow its pace of tightening, credit spreads trended wider
during the quarter as capital markets priced in the
economic costs of higher interest rates. High yield
spreads sit a bit above non-recessionary levels and
income yields are nearing Covid highs. While high yield
fundamentals remain strong and technicals supportive,
high yield underperformed IG fixed income (-9.8% vs.
-4.7%) as the more economically-sensitive asset class
suffered more from rising recession fears.
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Equities

Global equities entered bear market territory and ended
the quarter down 15.5%. Against a more challenging
economic growth backdrop, earnings expectations held
up well, suggesting most of the decline came from
lower valuations. Emerging market equities (-12.0%)
notched the best returns, benefiting from government
support and eased pandemic restrictions. Developed
ex-U.S. equities (-14.9%) and U.S. equities (-16.8%)
bore the brunt of persistent inflation and the consequent
tighter-than-expected monetary policy.

REGIONAL EQUITY INDICES

Dev. ex-U.S.
u.s.

Emerging markets
= = =CGlobal equities

-15
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Real Assets

Living up to its historical track record of providing some
inflation and downside risk protection, global listed
infrastructure (-7.4%) handily outpaced global equities.
Natural resources (-15.6%) gave back most of its year-
to-date gains. Geopolitical threats to the global energy
supply helped the asset class, but support waned as
commodity prices came off highs due to weak China
activity and slowing global growth. Global real estate
(-17.0%) has interest rate and market exposure and
took a hit from higher rates and slowing growth.

REAL ASSET INDICES

Global listed infra. = = = Global equities
Natural resources Global real estate

-20
Mar-22

Apr-22

May-22 Jun-22

Source: Northern Trust Asset Management, Bloomberg. Bp(s) = basis point(s). Returns in U.S. dollar terms. UST = U.S. Treasury. Indexes are gross of fees.
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MARKET EVENTS
m2Q 2022 global equity total return: -15.5%

Cumulative return (%)

APRIL

o Allegations of Russian atrocities
lead to less room for peace talks and
more room for sanctions.

@ 1Q earnings season unofficially
kicks off; U.S. earnings proceed to finish
above expectations at +9% year-over-
year, but lower valuations offset gains.

Q Fed Chair Powell indicates a 50
basis point hike is on the table for May
and notes it may be appropriate to front-
load policy tightening.

@ France President Emmanuel
Macron is re-elected; his victory removes
left-tail risk event for eurozone financial
assets posed by his opponent.

@ China contributes to global risk-off

MAY

o European Commission unveils plan
for phased ban on Russian oil imports,
EU reaches an agreement in early June.

o Fed raises policy rate by 50 bps;
equities rally following optimistic
comments by Chair Powell but gains
later reverse on the tighter policy.

o Terra (dollar-pegged stablecoin)
starts to collapse, marking the start of a
string of crypto issues that wipe off ~$2
trillion in crypto market cap.

0 U.S. headline and core Consumer
Price Index moderate y/y but both
readings come in hotter than expected
and remain elevated.

@ Equities rally after May Fed meeting

JUNE

e European Central Bank (ECB)
announces it will end QE in July and
opens the door to a 50 bp hike in
September if the inflation outlook
persists or deteriorates further.

Q Treasury yields rise and the yield
curve flattens after U.S. headline CPI

(8.6% yly) tops expectations and rises
from the prior level.

@ Fed hikes rates by 75 bps; upside
inflation surprises drive expectations for
more hikes, more inflation and less
growth reflected in its new Summary of
Economic Projections.

@ In response to surging Italian bond
yields, ECB announces plans to design
anti-fragmentation instrument in a rare
emergency meeting.

@ Flash Purchasing Managers' Index

tone as it reports elevated Covid cases;
China stocks stabilize later in the week
on government stimulus plans.

minutes note front-loading policy
tightening may allow for policy
reassessment thereafter.

(PMI) data for the U.S. and Europe
underscore waning but still-positive
economic growth.

* Not FDIC Insured ¢ Not Financial Institution Guaranteed < Not A Deposit * Not Insured By Any
Federal Government Agency * May Lose Value

Prepared by Northern Trust Asset Management for Citizens & Northern Wealth Management.
Indexes used: Bloomberg (BBG) 1-3 Month UST (Cash); BBG Municipal (Muni); BBG Aggregate
(Inv. Grade); BBG TIPS (TIPS); BBG High Yield 2% Capped (High Yield); JP Morgan GBI-EM Global
Diversified (Em. Markets Fixed Income); MSCI U.S. Equities IMI (U.S. Equities); MSCI World ex-U.S.
IMI (Dev. ex-U.S. Equities); MSCI Emerging Market Equities IMI (Em. Markets Equities); S&P Global
Natural Resources (Natural Resources); MSCI ACWI IMI Core Real Estate (Global Real Estate); S&P
Global Infrastructure (Global Listed Infrastructure).

IMPORTANT INFORMATION. The information is not intended for distribution or use by any person in
any jurisdiction where such distribution would be contrary to local law or regulation. Northern Trust and
its affiliates may have positions in and may effect transactions in the markets, contracts and related
investments different than described in this information. This information is obtained from sources
believed to be reliable, and its accuracy and completeness are not guaranteed. Information does not
constitute a recommendation of any investment strategy, is not intended as investment advice and
does not take into account all the circumstances of each investor. Opinions and forecasts discussed
are those of the author, do not necessarily reflect the views of Northern Trust and are subject to change
without notice.

This report is provided for informational purposes only and is not intended to be, and should not be construed as, an offer, solicitation or recommendation
with respect to any transaction and should not be treated as legal advice, investment advice or tax advice. Recipients should not rely upon this information
as a substitute for obtaining specific legal or tax advice from their own professional legal or tax advisors.

Past performance is no guarantee of future results. Performance returns and the principal value of an investment will fluctuate. Performance returns
contained herein are subject to revision by Northern Trust. Comparative indices shown are provided as an indication of the performance of a particular
segment of the capital markets and/or alternative strategies in general. Index performance returns do not reflect any management fees, transaction costs or
expenses. It is not possible to invest directly in any index. For additional information on fees, please refer to Part 2a of the Form

ADV or consult a Northern Trust representative.

C&N Wealth Management

For more information please contact:

Philip A. Prough, CFP
SVP/Senior Investment Officer

PhilipP@cnbankpa.com

Jay M. Over, CFA, CIPM
Trust Investment Officer
JayO@cnbankpa.com

Northern Trust Asset Management is composed of Northern Trust Investments, Inc. Northern Trust Global Investments Limited, Powered by
Northern Trust Fund Managers (Ireland) Limited, Northern Trust Global Investments Japan, K.K, NT Global Advisors, Inc., 50 - NORTHERN
South Capital Advisors, LLC, Belvedere Advisors LLC, Northern Trust Asset Management Australia Pty Ltd, and investment N

\/ TRUST

©2022. All Rights Reserved.

personnel of The Northern Trust Company of Hong Kong Limited and The Northern Trust Company.
© 2022 Northern Trust Corporation. Head Office: 50 South La Salle Street, Chicago, lllinois 60603 U.S.A.



SLOWING

Market volatility has picked up of late as investors assess
the outlook for global growth, inflation and monetary
policy. The S&P 500 has failed to gain traction as the 10-
year Treasury yield has moved from 2.9% to 3.2%. The
root cause of the uncertainty remains the outlook for
inflation, and its resulting impact on monetary policy and
growth. Central bank policy is frequently described as
working with a lag and major central banks are early in
their hiking campaigns — but we think this understates its
impact. As shown below, financial conditions — a broad
measure including interest rates, credit spreads, equity
valuations and exchange rates — have tightened much
more than average over the prior five rate hike cycles.

We now expect modestly disappointing growth in the U.S.
over the next year — joining our cautious outlook toward
European and Chinese growth — as the impact of
tightening financial conditions takes hold. We have also
seen the savings rate of the U.S. consumer fall to just
4.4% — the lowest level since the global financial crisis and
down from 33% at the height of the pandemic. No doubt,
this is a result of wage growth of just 5.2% over the last
year while consumer prices have jumped 8.6%. Such a
drawdown in savings will likely limit growth in consumer
spending over the next year, as will financial market
volatility. We do expect slowing growth to start to reduce

A QUICK TIGHTENING

VIEWPOINTS

July 2022

pressure on inflation globally over the next year. But we
see limited evidence of this so far, as May U.S. consumer
prices exceeded estimates and European inflation of 8.1%
was also above expectations. This underpins our risk case
of Sticky Inflation, where stubbornly high inflation leads to
more hawkish central bank policy.

Our base case calls for slower growth globally, as inflation
and higher interest rates join risks from Ukraine and the
Chinese zero-COVID policy to hamper growth. We are
also focused on central banks’ management of inflation
expectations. In response to our more cautious outlook for
U.S. growth, we made one change in our global policy
model this month. We reduced our recommended
allocation to U.S. equities by 2%, reinvesting in the more
defensive global listed infrastructure asset class. Equity
markets have adjusted significantly to higher interest rates
and the more uncertain growth outlook. Looking out over
the next year, we favor real assets like natural resources
and global listed infrastructure which are benefiting from
supply shortages and are an inflation hedge. We also
continue to like high yield bonds, where we think the
current yield of 7.8% is attractive as we think the market is
overstating the odds of recession in 2023.

Financial conditions, which directly impact future growth, have tightened the most of the last six rate hike cycles.

U.S. FINANCIAL CONDITIONS: % CHANGE INDEXED 6 MO. PRIOR TO FED LIFTOFF

— 72022 (current) 1994 2015

2004 — o——— 1997 == = Average

6-months prior

FED LIFTOFF

6-months after

\ 4

Source: Northern Trust Asset Management, Bloomberg, Piper Sandler Cornerstone, Goldman Sachs. Fed liftoff is the date of the first Federal
Reserve policy rate hike for hiking cycles dating back to 1994. Data as of 6/10/2022.
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