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INVESTMENT THOUGHTS

Dear Ledyard Clients:

| joined Ledyard Financial Advisors in 2005 as a Senior Portfolio Manager. In 2007, | assumed my position as
Chief Investment Strategist just prior to the great credit crisis and stock market sell-off. | refer to this time
euphemistically as the time of the unpleasantness. No one knew in real time what we were in for and markets
made several attempts at stabilizing on the way down to the bottom in March of 2009. When | look back on
that time, | am reminded of the positive behavior of our clients in contrast to the panic shown by the general
public. Having been through the flash crash of 1987 where stocks fell 20% in one day and many other episodes,
| believed that a point of capitulation would be reached and value would be created for buyers to show up.
Our clients trusted us along with the quality and diversified portfolios constructed for them. With almost no
exceptions, there were no sellers at the bottom who just left the market for good.

| reminisce about this time because after 40 years in the business and 12 years as Chief Investment Strategist
at Ledyard, | have asked, at age 66, to follow a gentler path as Portfolio Manager to my clients, turning over
the leadership to Doug Phillips. | will remain available for consultation if called upon and look forward to
having even more time for our clients. It is impossible for me to stop following markets and events or to no
longer think of ideas so have no fear that | will grow stale!

Thank you all for your support and feedback over the years. It has been an honor and a pleasure to play such
an important role in achieving your financial goals. | am sure all of you will accept Doug Phillips in his new
leadership role as Chief Investment Officer with the same confidence | have in him to always work to represent

your interests and lead you through the financial wilderness.

Please continue on to read the April Investment Thoughts written by Doug Phillips.

Joel T. Underwood
Senior Portfolio Manager
Chief Investment Strategist Emeritus

This communication is intended to be strictly informational. Exclusive of our client relationships, it is not intended to be, nor does it constitute an offer to sell or a
solicitation of an offer to buy any securities referenced. Information contained herein has been obtained from sources that are believed to be reliable, but its accuracy
and completeness cannot be warranted or guaranteed.
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CONGRATULATIONS FOR STAYING ON TRACK!

Spring has finally arrived, and it is rejuvenating to feel the warmth of the sun after the long winter. As the days
have grown brighter, so has the investment environment, giving us another reason to be grateful. Remarkably,
this year’s stock market performance has been a mirror image of last year’s fourth quarter, when the S&P 500
Index fell nearly 20%, unsympathetically hitting its low on Christmas Eve. Since then, the equity market has
rebounded sharply and is now near last October’s all-time high.

As often happens, the market managed to climb the proverbial wall of worry, surmounting a host of ominous
factors. Last year’s concerns included a hawkish Federal Reserve that indicated monetary policy was still “far
from neutral,” meaning they would have to raise short-term interest rates several more times. Escalating
trade tensions and uncertainty surrounding what would turn out to be the longest government shutdown in
American history added to the uncertainty. Fortunately, just a few days into the New Year, the Fed pivoted,
announcing it would take a more patient approach, significantly reducing the likelihood of any rate increases in
2019. Later that month, the government shutdown ended. Recent statements from Washington suggest a
trade deal with China is increasingly likely.

| was pleased to learn that only a few of our clients contacted us late last year to ask about reducing their stock
exposure in reaction to the market’s sharp decline. That would have involved deviating from the long-term
plans we developed with them based on their goals. Given the strong rebound, it would have also been
counterproductive. Congratulations for staying on track! We recognize it is not easy to stay disciplined during
such periods of uncertainty. It is unnerving to watch the value of your hard-earned assets drop among so
many gloomy headlines.

Studies have shown that most other investors struggle to stay disciplined during volatile periods and make
decisions that cost them dearly. An organization called Dalbar looked at returns and behavior of individual
investors over the twenty-year period ending in 2018. As shown on the next page, they found the average
investor earned an annualized return of only 2% per year during this period. This compared to the average

annual return of 5.2% for a balanced portfolio invested 60% stocks and 40% bonds. They also performed
worse than inflation and other types of assets typically held in portfolios. How could investors have performed
so poorly? They tended to do all the wrong things at the wrong times for what seemed to be the right reasons.
They pulled out of the market only to miss the ride up. They also sold their losing investments to pile into last

year’s winners, only to see the fortunes of these investments reverse course in the New Year.
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20-year annualized returns by asset class (1999 — 2018)
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Source: J.P. Morgan Asset Management; (Top) Barclays, Bloomberg, FactSet, Standard & Poor’s; (Bottom) Dalbar Inc.

Indices used are as follows: REITS: NAREIT Equity REIT Index, EAFE: MSCI EAFE, Oil: WTI Index, Bonds: Bloomberg Barclays U.S. Aggregate

Index, Homes: median sale price of existing single-family homes, Gold: USD/roy oz., Inflation: CPI. 60/40: A balanced portfolio with 60% invested in

S&P 500 Index and 40% invested in high-quality U.S. fixed income, represented by the Bloomberg Barclays U.S. Aggregate Index. The portfolio is

rebalanced annually. Average asset allocation investor retumn is based on an analysis by Dalbar Inc., which utilizes the net of aggregate mutual fund J PMor an
sales, redemptions and exchanges each month as a measure of investor behavior. Retums are annualized (and total retumn where applicable) and L.

represent the 20-year period ending 12/31/18 to match Dalbar's most recent analysis. T — e —
Guide fo the Markets — U.S. Data are as of March 31, 2019. Asset Management

They say that discipline is the bridge between goals and accomplishments and that is clearly the case when
investing. We believe the best way to help our clients stay disciplined is through proactive planning that takes
their unique financial situation, goals and feelings about risk into account. Determining the right asset
allocation, or the mix between stocks, bonds and other assets, is an important part of this process because it is
the principal determinant of risk and potential return. As you have noticed, we ask you many questions. We
do this to assess your ability and willingness to take risk so that we can help you pick an asset allocation that is
right for you. If the fit is right, you will be more comfortable and more likely to stick with the plan even in
difficult times.

The best time to fix the roof is when the sky is sunny. The same logic applies to your asset allocation. Now that
the market has rebounded, it is a good time to contact us if you have any concerns that your asset mix may no
longer be appropriate. This may be because you felt particularly nervous during the recent bout of volatility,
or because changes have occurred in your life that may require some portfolio adjustments. We are happy to
incorporate assets that you hold outside of Ledyard into our analysis. Many of our clients find this helpful
because we sometimes find hidden risks, such as unintended concentrations, or opportunities to enhance your
return.

This summer the current economic expansion will enter its eleventh year and become the longest in American
history. Fortunately, economic expansions do not perish when they hit some arbitrary expiration date.
Instead, they typically end when dangerous excesses develop or because the Federal Reserve raises interest
rates too much too fast. Since the financial crisis, economic growth has been weaker than normal. While this
has been frustrating to some, slow but steady growth has allowed the economy to avoid the typical boom-to-
bust cycle that creates imbalances and leads to recessions. The lack of major imbalances, combined with the
fact that the Fed is showing caution on further interest rate increases, suggests that a recession is not yet

imminent.
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Nevertheless, we recognize that we are likely in the later innings of this cycle. We are also mindful that global
economies are slowing and earnings growth expectations have dropped meaningfully. While it is possible that
economic growth could pick up later this year on the back of a trade deal, Chinese stimulus and the positive
influences of lower interest rates, the likelihood, timing and extent of such impacts are always difficult to
predict.

As the economic expansion and bull market grow older, we believe it is important to ensure that our clients
hold mostly high quality stocks and bonds. It is also important to rebalance portfolios back to the targets we
set with each of our clients to help prepare for the next downturn, whenever it occurs. As | mentioned earlier,
we encourage you to contact us to discuss your asset allocation if you believe it may no longer be appropriate.
We welcome these opportunities to catch up with you so we can work together to help you stay on track in the

future.

Douglas B. Phillips, CFA
Chief Investment Officer
douglas.phillips@ledyardbank.com




