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Quarterly Comments

Reflecting on 25 Years

March 8th marked the 25th anniversary of my first day at JAG. In
early 1999, my wife Chris and | had just turned 30 years old. Our
son Norman (“Buddy”) IV was 2 years old, and we were pregnant
with our son Danny, who would arrive in early June. Our daughter
Tess was born in late 2001. As | write this commentary, more than
a few things have changed over the intervening quarter-century.
Chris and | are 55-year-old empty nesters. She looks much younger
than her age. | look every day of mine. Buddy is an Army officer,
and he and his beautiful wife Abby have a four-month-old son
Norman (“Bennie”) V. Danny is working in investment banking in
California, and Tess is finishing up her senior year of nursing studies
at Marquette University. From a family standpoint, we are well and
truly blessed.

The S&P 500 closed at 1,282.73 on March 8, 1999. Although

we did not know it then, stocks were entering the final stages of
the Internet Bubble, which would eventually pop in early 2000.
The equity market then entered the first of two career 50%+
bear market declines. The second one - during the 2008-2009
Great Financial Crisis - gained momentum just as | was named
CEO, and directly corresponded with the permanent departure

of approximately 30% of my hair. Despite these calamitous and
painful episodes, the S&P 500 generated an average total return of
7.8% between March 1999 and March 2024, and closed out last
quarter at 5,254.35. This represents a cumulative return of more
than 551% (including reinvested dividends).

I had spent almost five years in the investment industry by 1999
and had earned an MBA from Washington University. Back then,

| thought | knew a fair amount about investing. More than two
decades later, | realize that successful investing goes hand-in-hand
with lifelong learning. Here are a few things | have learned:

e Successful investing is simple, but far from easy. Left
alone, $100,000 invested in the S&P 500 on my starting day
at JAG would have grown into more than $900,000 by the
end of March 2024. But many academic studies - and my own
hard-won experience - have shown that a surprisingly small
minority of investors are able to stick with their investment
plan through good times and bad. The normal, all-too-human
tendency is to reduce their stock exposure during periods of
crisis, only to re-enter at higher valuations during bull market
phases. In practice, this means that investors collectively tend
to “sell low" and “buy high,” which dramatically reduces
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Firm Highlights

Congratulations to Tucker O’Neil, who we recognized for
embodying our Collaborative Core Value. An Equity Research
team member since 2021, Tucker embraces collaboration
within his team and throughout the firm. He is eager to share
his insights, ideas, and technical expertise creating improved
processes and better oversight of client investments.

their overall returns. Investment writer Carl Richards calls the
delta between investor returns and investment returns the
Behavior Gap, and he and others have noted the enormous
costs in foregone gains that stem from allowing our emotions
to interrupt the long-term power of compound interest. One of
our most-important jobs at JAG is to minimize the size of the
Behavior Gap for our clients.

Preparation trumps prediction. Although many pundits
loudly make claims to the contrary, no one can predict the
short- to intermediate-term path of stock prices or interest
rates. This means that successfully “timing” the market is
essentially impossible. The best thing we can do is prepare
our portfolios for a wide range of outcomes. There are lots

of components to proper preparation, including avoiding
leverage, adhering to a sensible asset allocation plan, and
matching one’s portfolio exposures to one's actual tolerance
for volatility. In my experience, most investors should not be
100% invested in equities, because very few investors can
tolerate the pain of significant bear markets. Most clients are
better served by a diversified portfolio that includes bonds and
a reasonable amount of cash equivalents. Such an approach
may produce modestly lower total returns over a 20-30 year
time horizon, but it increases the odds that one will be able to
adhere to their investment plans through good times and bad.
At JAG, we avoid predicting what is going to happen in the
markets. Instead, we specialize in preparing and positioning
client portfolios for long-term success.

Costly over-diversification is rampant in the
investment industry. Many institutional and individual
investors have too many investments in too many vehicles, all
at too high a cost in fees. Common examples include portfolios
containing dozens of mutual funds or Exchange Traded Funds
(ETFs), each of which offers exposure to hundreds or even
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thousands of underlying securities. Also, and increasingly

in recent years, | have noticed a proliferation of a variety of
alternative investments in client portfolios. Many of these are
illiquid, opaque, and expensive private funds. Because many
of these investments are not “marked to market” like stocks,
bonds, ETFs, and mutual funds, they typically exhibit little
price volatility. This approach to diversification may be better
described as “diworsification.” As all too often, the result is
predictably mediocre returns, diminished even more so by the
(several) layers of expenses borne by the client. From where |
sit, optimizing an investment portfolio for low volatility rather
than for long-term prospective returns is often a recipe for
expensive mediocrity. As long as | am running JAG — which |
hope is for many more years — we will do our best to provide
clients with competitive long-term compound returns by
managing focused but diversified portfolios at a fair and
transparent fee. This may mean that we will work harder than
some of our peers to help our clients navigate the inevitable
bumps and bruises that financial markets dole out from time to
time, but | strongly believe our approach carries a much higher
probability of successful long-term outcomes for our clients.

“Come in, come in, Cartwright. 'm entering my exuberant
phase and I need your dour skepticism.”

Cartoonbank: Licensed January 2011

Market Overview

Stocks continued to rally in the first quarter of 2024, fueled by

a positive combination of stable economic growth, hopes for
potential Fed rate cuts later this year, and continued optimism over
the benefits of artificial intelligence (Al). The S&P closed above
5000 for the first time ever, bringing its total return over the past
twelve months to 29.9%.

Equity market strength in Q1 was much more evenly distributed
compared to 2023's relatively narrow outperformance by mega
cap tech and adjacent stocks. Ten of the 11 S&P 500 sectors
finished the first quarter with a positive return. The best-performing
sectors in the market last quarter were Communication Services,
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Energy, Information Technology, Financials, and Industrials. That
sector mix reflected the influences of artificial intelligence (Al)
enthusiasm, strong earnings results, solid US economic data, and
rising optimism towards a rebound in global economic growth. The
only S&P 500 sector to log a negative return for the first quarter
was the Real Estate sector, as it continues to be weighed down by
concerns about the health of the commercial real estate market.
Specifically, terrible quarterly earnings from New York Community
Bank reminded investors of the sustained weakness in the
commercial real estate space and that weighed on the segment.
The Consumer Discretionary sector also lagged as numerous
retailers warned about a potential slowing of consumer spending
as we entered the new year.

Switching to fixed income markets, the Bloomberg US Aggregate
Bond Index realized a slightly negative return for the first quarter
of 2024. Higher-than-expected inflation readings were the
primary driver, as bond investors price in fewer Fed rate cuts this
year. “Higher for longer” interest rates could be a good thing for
investors in short-to-intermediate maturity bonds (JAG's area of
expertise), but this comes at the expense of higher mortgage,
credit card, and automobile loan rates for creditors. All else being
equal, one would prefer being a lender rather than a borrower in
the current market environment — a stark change from the nearly
opposite conditions which prevailed from 2009 through early 2022.

Market Outlook

The market’s mood continues to improve as we enter the 2nd
quarterly stanza of 2024. Stock investors are benefiting from
improving corporate earnings, surprisingly resilient economic

data, and the never-to-be-underestimated spending power of the
American consumer. After more than a decade in the zero-interest
rate policy (ZIRP) wilderness, bond investors and savers can once
again earn reasonable, low-risk yields. We admit to being surprised
by the stubborn strength in the economy and the magnitude of
the rally in stocks over the past 18 months. Like many investment
professionals, we expected the Fed’s tight interest rate policy could
result in a slowdown in economic growth and dampen corporate
earnings. This has not (yet) happened, despite the tragic fact that
there are two ongoing wars in Europe and the Middle East.

Our outlook remains cautiously optimistic. As we have written
extensively, we believe the advent of Al is one of the most
significant technological and societal trends of the past 100

years. The fact that many investors agree with us is contributing

to the strength in several areas of the stock market. In addition

to technology and adjacent companies that are first-order
beneficiaries of Al, we believe that a broad array of companies
outside will also benefit from deploying Al tools in their businesses.
Indeed, like the Internet itself, we expect that Al strategies will
become “table stakes” for almost all companies — regardless of
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their industry, products, or services — over the next several years.

Another potentially positive catalyst includes new treatments

for diabetes and obesity. Given the 40%+ rate of obesity in

the United States and the wide range of ailments and diseases that
arise from obesity, widespread use of these treatments could drive
a whole slew of societal and economic benefits in the coming years.

We are also bullish on the government and corporate sectors’
rediscovered commitment to robust supply chains. This is driving
a huge wave of reinvestment into American manufacturing and
infrastructure capabilities, creating many attractive investment
opportunities.

I think it was an election year.”

Cartoonbank: Licensed September 2012

At the same time, it is important for investors to avoid becoming
too complacent. As | noted earlier, preparation trumps prediction
for long-term investors. As most would agree, there is no better
time to prepare for potential storms than when the sun is shining.
In investing, bull markets create a wonderful opportunity to

revisit portfolio allocations and rebalance exposures. There are

any number of developments that could create some unpleasant
volatility in the coming months. The geopolitical situation remains
tenuous and wars tend to play out in unpredictable ways. Inflation
continues to moderate, but prices remain high for most consumer
goods. Combined with high mortgage, credit card, and automobile
loan interest rates, consumer spending could eventually come under
pressure. And no one needs to be reminded that we are on the cusp
of what promises to be a tumultuous Presidential election cycle. All
these risk factors keep our optimism in check. As always, we will do
our best to help our clients be prepared for a range of outcomes.

Happy Spring to you and yours!

N

Norm Conley
CEQ, Chief Investment Officer & Portfolio Manager
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Disclosures

These comments were prepared by the staff of JAG Capital Management, LLC, an SEC-registered
investment adviser. The information herein was obtained from various sources including but
not limited to FactSet, Bloomberg, Reuters, Standard & Poor's, ChatGPT and the United States
Bureau of Labor Statistics, and believed to be reliable; however, we do not guarantee its accuracy
or completeness. The information in this report is given as of the date indicated. We assume no
obligation to update this information, or to advise on further developments relating to securities
discussed in this report. Opinions expressed are those of the adviser listed above as of the date of
this report and are subject to change without notice. Opinions of individual representatives may not
be those of the Firm. Additional information is available upon request.

The information contained in this document is prepared and circulated for general information only.
It does not address specific investment objectives, or the financial situation and the particular needs
of any recipient. Investors should not attempt to make investment decisions solely based on the
information contained in this communication as it does not offer enough information to make such
decisions and may not be suitable for your personal financial circumstances. You should consult with
your financial professional prior to making such decisions. For institutional investors: JAG Capital
Management, LLC, has a reasonable basis to believe that you are capable of evaluating investment
risks independently, both in general and with regard to particular transactions or strategies. For
institutions who disagree with this statement, please contact us immediately.

Past performance should not be considered indicative of future performance. Any
investment contains risk including the risk of total loss.

This document does not constitute an offer, or an invitation to make an offer, to buy or sell any

About JAG

securities discussed herein. J.A. Glynn & Co., JAG Capital Management, LLC, and its affiliates,
directors, officers, employees, employee benefit programs and discretionary client accounts may have
a position in any securities listed herein.

Please let us know if your financial situation or investment objectives have changed, or whether you
prefer to place any reasonable restrictions on the management of your account(s) or modify any
existing restrictions.

AVeteran Owned Business (VOB) is a business owned, (51% ownership or greater) by a Veteran who
has met the definition of a veteran. The following represents the criteria that the National Veteran
Business Development Council (NVBDC) uses in determining ownership:

Ownership: Fifty-one percent ownership by a Veteran or Veterans. The applicant must share in all
risk and profits commensurate with their ownership interest.

Control and Management: Proof of active management of the business. Veteran must possess
the power to direct or cause to direct the management and policies of the business.

Contribution of Expertise and Capital: Contribution of capital and/or expertise by Veteran
owner(s) to acquire their ownership interest shall be real and substantial and be in proportion of
the interest acquired.

Independence: The Veteran owner(s) shall have the ability to perform in their area of specialty/
expertise without substantial reliance on non-Veteran-owned businesses.

JAG Capital Management (JAG) actively invests for institutions and individuals in highly selective,
customizable, and nimble equity and fixed income strategies. JAG is a boutique, independent,

employee-owned investment management firm in St. Louis.
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