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VP / Senior Investment Officer

Craig Morgenstern is a Vice President,
Senior Investment Officerand member
of the firm’s Investment Strategy team.
He brings over 15 years of experience
in investment strategy, portfolio
management and financial planning
to C&N. Craig has advised complex family groups and
institutions on investment policy, portfolio construction,
and tax-efficient implementation. He believes “a key
differentiator of the C&N Wealth Management offering
rests in its advisors’ ability to advocate for their client’s
best interests, providing independent, objective, and
conflict-free financial planning and wealth management
services.”

Craig is a CFA® charterholder, a member of the CFA
Institute, and has obtained his CFP® certification. He
earned bachelor’'s degrees in finance and accounting
from the University of Maryland.

Craig maintains a deep commitment to the community
serving on the Board of Trustees of The College of New
Jersey Foundation as Treasurer and Finance Committee
Chair, and as a member of the Board of Directors of
Greenwood House, a local senior living facility. Craig
resides in Newtown, PA with his wife, Brooke, two young
daughters, and black Labrador, Te’a.

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

S&P 500 26.29 19.51 4.38 1.43

Russell 2000 16.93 21.90 1.83 1.35

Russell 1000 Growth | 42.68 26.46 11.51 0.68

Russell 1000 Value 11.46 14.92 2.39 2.24

MSCI EAFE 18.85 13.28 1.75 3.04

MSCI EM 10.27 11.92 1.62 2.90

Sources: JP Morgan Weekly Market Recap; Northern Trust. Past performance does not guarantee
future results, which may vary.
** As of 12/29/2023

2023
3/31/23  6/30/23  9/29/23 12/29/23

Key Interest Rates

2-yr Treasury Note 4.06 4.87 5.03 4.23
10-yr Treasury Note 3.48 3.81 4.59 3.88
30-yr Treasury Note 3.67 3.85 4.73 4.03
30-yr Fixed Mortgage 6.45 6.75 7.41 6.83
Corp. Bond Index 5.17 5.48 6.04 5.06

High-Yield Bond Index | 8.59 8.58 8.98 7.80

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

2023 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 11.46% 26.53% 42.68% | 11.28%
Medium 12.71% 17.23% 25.87% | 12.45%

Small 14.65% 16.93% 18.66% | 14.06%

15.53%  19.50% 6.20% 7.29%  10.93%

15.76% 17.47% 1217% 13.39% 16.55%

25.26%  39.78% 4.37% 4.28% 3.06% | Government

Corporate

High Yield

Source: Northern Trust, 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 12/29/2023




QUARTERLY REPORT

MISSION ACCOMPLISHED?

Entering 2024, the Federal Reserve appears set to
proclaim inflationary mission accomplished — and in
soft-landing fashion. Investors welcomed the Fed’s
evolving message on monetary policy, with global
equity markets up 11% (12% in the U.S.) in the quarter.
The strong finish to an already strong year was largely
driven by the reversal of rising interest rates. After
peaking at 4.99% on October 19, 10-year U.S. Treasury
yields ended 2023 at 3.88% — interestingly, right near
where they started the year. As we progress into 2024,
investor attention may shift from the mission to tame
inflation to the mission to calm geopolitical tensions.

Is the inflation mission fully accomplished yet? The
Fed’s preferred measure of inflation — Core Personal
Consumption Expenditures (PCE) — has fallen to 3.2%
from a cycle high of 5.6% while the six-month annualized
inflation level actually sits below the Fed’s 2% inflation
target at 1.9%. The shift in inflation trends has been
accompanied by a shift in “Fedspeak” — with Fed Chair
Jerome Powell’s cheerful holiday message after the
December 13 Fed meeting receiving only modest
pushback in subsequent speaking appearances from other
Fed officials. Investors are now expecting six rate cuts in
2024, starting in March. That said, the Fed — per its
Summary of Economic Projections — is collectively only
calling for three cuts this year, while continuing to provide
assurance they will see their mission through if inflation
shows signs of moving higher again.

FOURTH QUARTER 2023 TOTAL RETURNS (%)

Geopolitics: Mission impossible? Should inflation
maintain its current trajectory lower, investor attention will
stray from monetary policy to focus more directly on
ongoing geopolitical tensions — for which near-term
resolution appears difficult. Most pressing at the moment
is the free movement of goods through the Red Sea,
which carries around 12% of global trade. As Iranian-
backed Houthi rebels ramp up their attacks on Red Sea-
faring vessels, companies (over concern for their
employees) are rerouting ships and insurance providers
(over concern for their capital) are declining to provide
standard coverage. Should the conflict jump the Arabian
peninsula to the Strait of Hormuz in the Persian Gulf —
where around 20% of global oil passes — the geopolitical
challenges will likely become much more acute.
Complicating matters further, almost half of the world’s 7.9
billion people will have an election in 2024. The election
slate is headlined by the U.S. presidential cycle, kicking off
on January 15 with the lowa Caucuses. Just as important
is the January 13 Taiwan presidential election, which risks
refreezing recently thawed U.S.-China relations should the
pro-independence Democratic Progressive Party nominee,
Lai Ching-te, win (as expected). Any escalation in this cold
war could quickly jump over the hot wars to the front of the
queue as an area of investor concern — certainly with
respect to the longer-term financial market outlook.

The reversal of rising interest rates led most asset classes to finish out 2023 in strong fashion.

RISK CONTROL

RISK ASSETS

FIXED INCOME EQUITIES REAL ASSETS

High
Cash Muni Grade TIPS Yield EM Debt U.S. Ex-U.S. EM NR GRE GLI
79 68 8.1
’ 4.7
[ n l I
—l

2023 51 | 64 | 55 | 39 13.4

26.2 17.8 121 10.8

Source: Northern Trust Asset Management, Bloomberg. NR: Natural Resources, GRE. Global Real Estate; GLI. Global Llsted Infrastructure.

Indexes are gross of fees.
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KEY DEVELOPMENTS

Soft Landing in Sight?

U.S. economic resilience remained on center stage in
4Q with 2023 real GDP growth set to finish near 2.5% —
a far cry from early-year fears of a recession. Much of
the resilience ties back to the U.S. consumer —
insulated to a degree from higher rates and supported
by a firm labor market. Core inflation continued to move
lower with goods deflation helping offset more sticky
services inflation. Housing-related inflation is still
elevated but it operates on a lag and future moderation
is expected given trends in rent over the last year.

CONSENSUS U.S. ECONOMIC DATA (%)
m2022 actual

m 2023 consensus, start of year
6 2023 consensus, end of year
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Season’s Greetings from the Fed

The Fed did little to dampen soft landing hopes and the
easing in financial conditions. Fed officials expressed
more optimism on inflation normalizing without major
labor market disruption. In December, Fed Chair Powell
implied the Fed is done hiking and offered an optimistic
take on inflation progress — leading to sharp further
declines in Treasury yields. Outside the U.S., the
European Central Bank and Bank of England are also
likely done hiking, but face a more delicate situation
with weaker growth and higher inflation versus the U.S.

CHANGE IN 10-YEAR TREASURY YIELD (BPS)

mIncludes day of and day after Fed meeting
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Rising Geopolitical Risk

The brutal Hamas attack on Israel led to risk of a broad
Middle East conflict and oil supply disruption. The war
has been largely contained so far. But the Iran-aligned
Houthis picked up attacks on shipping vessels in
December, causing re-routing away from the Red Sea.
Roughly 30% of container shipping flows through the
Suez Canal, including many Asia-to-Europe routes.
Although not unusual to see higher prices from Asia in
4Q given holiday trade flows, shipping rates on Asia-to-
Europe routes surged, reflecting rising geopolitical risk.
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Sprint to the Finish Line

Equity market gains broadened in the last two months
of 2023 with help from lower interest rates. The average
U.S. stock performed well while previously lagging
areas (e.g., small caps, regional banks, real estate,
unprofitable tech companies) rebounded nicely. The
“Magnificent Seven” stocks still held their ground,
capping a fantastic run in 2023. This group accounted
for roughly 60% of the S&P 500’s 26% gain in 2023.
Meanwhile, the sharp decline in rates helped long-term
Treasuries avoid a third consecutive year of losses.

YEAR-TO-DATE RETURNS AS OF... (%)
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Source: Northern Trust Asset Management, Bloomberg, Drewry. Data as of 12/31/2023. BPS = basis points; EW = equal-weighted; BBG =
Bloomberg; Tsy = Treasury. Past performance is not indicative or a guarantee of future results. Index performance returns do not reflect any
management fees, transaction costs or expenses. It is not possible to invest directly in any index.
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MARKET REVIEW

Interest Rates U.S. TREASURY YIELD CURVE
Treasury yields moved sharply lower across the quarter —e—12/31/23 UST curve —e—9/30/23 UST curve
after peaking at cycle highs in October. The 2-year yield 6.0
declined ~80 basis points (bps), with the 10-year yield 55
down ~70 bps. Investors pulled forward expectations for 3 5.0
the first Fed rate cut to March (from July), with six cuts g
expected in 2024 (up from three). The Fed held its ;'-_’ 4.5
policy rate but its broader messaging indicated policy 4.0 o— —e
members expect a pivot to lower rates in 2024 as well. 35
Specifically, its latest economic projections call for three 2R 2 2 2 <3 <8
rate cuts and a soft-landing-type backdrop in 2024.
Credit Markets CREDIT SPREADS
It was a solid quarter for spread products with help from ——U.S. inv. grade (left) U.S. high yield (right)
both lower government bond yields and tighter credit . 130 460
spreads. Investment grade (IG) and high yield (HY) §- 120 420
credit spreads widened alongside summitting interest ;@f
rates before spreads firmly tightened alongside the rate 8 110 380
reprieve. |G and HY credit spreads narrowed 19 and 73 ?
bps, respectively, with both finishing at levels tighter S 100 340
than long-term averages. From a return standpoint, I1G o
: ; 90 300
fixed income prodyced an abnormally rgbust return of Sep-23 0ct-23 Nov-23 Dec-23
6.8%. HY also delivered an outsized gain at 7.2%.
Equities REGIONAL EQUITY INDICES
Global equities finished the quarter with an 11.1% gain u.s. = = = Global equities
after surging 15% across November and December. All 15 Dev. ex-U.S. Emerging markets
major regions partook in the rally as growing investor
belief in benign inflation led to a dovish repricing in < 10
expectations for central bank activity. U.S. equities led £ ¢
the charge amid a durable macro backdrop that allowed g
for better market breadth. 2024 earnings expectations 0
moved up, but most of the gains were valuation driven. 5
U.S. valuations sit well above the long-term median, Sep-23 Oct-23 Nov-23 Dec-23
while non-U.S. prices are closer to historical norms.
Real Assets REAL ASSET INDICES

Global real estate = = = Global equities

Real estate was a standout performer with a 15% gain.
Global listed infra. Natural resources

The interest rate rollover amid non-recessionary growth
conditions were tailwinds for the asset class, which had 12
lagged global equities the prior six successive quarters.

S
With interest rate support, global infrastructure kept E 4
pace with global equities — a respectable outcome given § 0 I
its lower risk profile. Natural resources registered an 4 7 A

underwhelming 3.6% gain, with weakness mainly within 8
energy. War-related risk premiums were seemingly Sep-23 Oct-23 Nov-23 Dec-23
overpowered by future demand uncertainty.

Source: Bloomberg. Returns in U.S. dollars. Indexes are gross of fees. Past performance is not indicative or a guarantee of future results. Index
performance returns do not reflect any management fees, transaction costs or expenses. It is not possible to invest directly in any index.
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MARKET EVENTS
m4Q 2023 global equity total return: 11.1%
12

Cumulative return (%)
I

OCTOBER

e A blowout increase in U.S. jobs

added contributes to intermediate-to-
longer term Treasury yields rising to

levels last reached in 2007.

° Markets contend with new
geopolitical risks after Hamas’ surprise
attack on Israel; broader escalation risks
are contained during the quarter.

@ U.S. headline inflation rises more
than expected as the 'super core'
measure (core services ex-housing)
posts a strong 0.6% monthly increase.

@ The United Auto Workers (UAW)
reaches tentative agreements with Ford
Motors and Stellantis that include 25%
wage hikes over roughly four years.

0 The Bank of Japan (BOJ)
introduces flexibility around yield curve
control, now referring to a 1% yield as a
“reference” rather than a “ceiling” for 10-

NOVEMBER

o U.S. equities post a 6% weekly gain
and interest rates move sharply lower as
the Fed stays on hold and U.S. hiring
slows.

Q U.S. inflation decelerates and is
milder than expected, especially when
accounting for upward impacts due to
changes in health care accounting.

G President Xi and President Biden
meeting is de-escalatory, though it gives
little reason to believe that the longer-
term strategic rivalry will change course.

@ The U.S. passes a short-term
funding bill excluding wartime aid to
keep the government funded for roughly
two more months.

e Third quarter U.S. Gross Domestic
Product is upwardly revised from 4.9% to
5.2% — the fastest pace in almost two
years.

DECEMBER

° Moody’s lowers its outlook for
China’s credit rating to negative on debt
concerns. Toward the end of the week,
Politburo indicates more proactive fiscal
policy in 2024.

° Comments from BOJ Governor
Ueda raise suspicion that the central
bank may exit negative interest rates
sooner than expected.

o U.S. jobs report underscores
ongoing strength while job openings data
released the day before shows a
declining supply shortfall.

@ Fed communication suggests rate
hikes are done and rate cuts are
expected in 2024.

Q The European Central Bank pushes
against rate cut expectations; the Bank
of England leaves its policy rate
unchanged, though three of nine

year government bonds. members vote for a rate hike.

* 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. For Asia-Pacific and Europe markets, this information is directed

to institutional, professional and wholesale clients or investors only and should not be relied upon
by retail clients or investors. 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.

Northern Trust Asset Management is composed of Northern Trust Investments, Inc. Northern Trust Global Investments
Limited, Northern Trust Fund Managers (Ireland) Limited, Northern Trust Global Investments Japan, K.K., NT Global

C&N Wealth Management
For more information please contact:

Philip A. Prough, CIMA®, CFP®
SVP/Chief Investment Strategist
PhilipP@cnbankpa.com

Craig Morgenstern, CFA, CFP®
Senior Investment Officer
Craig.morgenstern@cnbankpa.com

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

Powered b
Advisors, Inc., 50 South Capital Advisors LLC, Northern Trust Asset Management Australia Pty Ltd, and investment f;;vfre y
personnel of The Northern Trust Company of Hong Kong Limited and The Northern Trust Company. N7, NORTHERN
NOT FDIC INSURED | MAY LOSE VALUE | NO BANK GUARANTEE TRUST

© 2024 Northern Trust Corporation. Head Office: 50 South La Salle Street, Chicago, lllinois 60603 U.S.A. ©2024. All Rights Reserved.



VIEWPOINTS

January 2024

SUPPORTIVE FUNDAMENTALS

Global markets were strong over the past month as “soft
landing” supportive fundamentals and market conditions
unfolded. Increasing confidence in moderating inflation
drove significant changes in expectations for the Fed
(pricing in earlier rate cuts), and a steep drop in long-term
rates. Lower rates combined with still reasonably durable
labor market and consumer spending conditions drove a
re-rating upward of equity markets as the scenario of
falling inflation and non-recessionary growth conditions
over the next year became increasingly priced in.

The U.S. 10-year Treasury yield fell a remarkable 0.60%
in November, driving a 9% rise in U.S. equities for the
month. Futures pricing implies a market expectation that
the Fed could cut rates as early as March (~45% chance),
and rate cuts totaling over 1% over the next year. While
we believe the movement lower in long-rates better
reflects our view of fair value, we see a later start to rate
cuts by the Fed given still durable macro fundamentals
and a desire to ensure inflation has been tamed.

Notably, equity markets have seen a broadening of
performance in the most recent rally. While gains earlier
this year were driven almost entirely by mega-cap tech-

BREADTH EXPANSION

related companies, other sectors and smaller companies
are now participating. Key to absolute performance going
forward will be if future gains in the non-tech parts of the
market represent a churning of the market (mega-cap tech
stocks are sold to fund investor interest in other names),
or if those gains instead come from fresh capital.

We think absolute upside in equity markets will likely be
limited by elevated valuations, but improvements in the
macro backdrop have reduced the downside risks in the
U.S. Economic conditions remain challenged in emerging
markets, though material underperformance and much
lower valuations now more fully reflect our concerns.

To reflect this, we narrowed the underweight to equities in
our Global Policy Model this month, adding to U.S.
equities from cash and to emerging market equities from
natural resources. We stay materially overweight high
yield, but our remaining underweight to stocks leaves us
slightly underweight risk. By moving closer to neutral, we
think investors have more appropriately priced the
risk/reward in the market.

The U.S. equity market has seen a broadening of performance in the most recent rally.

S&P 500 2023 RETURN BREAKDOWN (%)
mmmm Top Seven  mmmm Other 493 =—=S&P 500

20

Top Seven: AAPL, MSFT, NVDA,

15 AMZN, GOOG, TSLA, META

10

-5
Dec-22 Feb-23 Apr-23

B

Jun-23 Aug-23 Oct-23

Source: Northern Trust Asset Management, Bloomberg. Data from 12/31/2022 through 12/8/2023. Index performance returns do not reflect any
management fees, transaction costs or expenses. It is not possible to invest directly in any index. Past performance is no guarantee of future

results.
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Wealth Management
90-92 Main Street
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QUARTERLY MARKET RECAP & OUTLOOK FOURTH QUARTER, 2023

Philip A. Prough, CIMA®, CFP®
SVP/Chief Investment Strategist
PhilipP@cnbankpa.com

CAN

VANTAGE POINT

on the markets

Wealth Management
90-92 Main Street
Wellsboro, PA 16901

cnbankpa.com | 570.724.0243

Jay M. Over, CFA, CIPM Craig Morgenstern, CFA, CFP®
Investment Strategist Senior Investment Officer
JayO@cnbankpa.com Craig.Morgenstern@cnbankpa.com

LISTEN TO THE LATEST C&N
VANTAGE POINT PODCAST

C&N Vantage Point provides an in-depth look
at C&N’s Wealth Management investment and
financial planning strategies. Discussions include
our current portfolio positioning, outlook for the
month and thoughts on the markets.

cnbankpa.com/Vantage

Some products are not FDIC insured or guaranteed, not a deposit or other obligation of the bank, not guaranteed by the bank and are subject to investment
risk, including the possible loss of the principal amount invested and are not insured by any other federal government agency.






