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Good morning. It's Tuesday, June 28th. The markets are open, and they have a positive tone today as
they've had for the past week. As we sit here on a year-to-date basis, the S&P 500, though, is still down
about 16.5%. And that's almost the same for almost any other major market index. For example, the
international large cap indexes are down about 16-17% and even emerging market stocks are down
about 16-17%. You might have hoped that a balanced portfolio would be doing a bit better because it
had bonds, but of course, bonds this year have had a tough year, as well as interest rates have moved up
materially. The average bond fund is still down around 9-10% as well. So, a typical balanced portfolio
that might have something like 60% stocks and 40% bonds is likely to be down in the 12 or 13 or 14%
range so far on a year-to-date basis.

Now this has all primarily been driven by the higher interest rate environment that we're confronting. Of
course, the federal reserve has raised interest rates from basically zero to almost one in three quarter
percent as the year has progressed. And the average 10-year treasury rate last year in 2021 was about
1.42%. And of course, today, 10-year treasury rates are just above 3% or more than double from where
they were last year. And so largely most of the adjustment in stock prices and bond prices is simply the
mathematical result of a higher interest rate environment. Unfortunately, we're also cooling, the
economy clearly is cooling, growth in the first quarter was negative and growth in the second quarter is
likely to be barely positive. As nominal growth, top line growth, has cooled from about 11.8% in 2021 to
something closer to 8% and probably falling towards something like a 6%, 7% pace as we end the year.
And of course, it's being pinched by higher and higher inflation. The CPI [Consumer Price Index] now on a
trailing 12-month basis is 8.6%, up from 8.3% the last time we might have talked.

So, what is Commerce Bank and Commerce Trust trying to do to adjust to this kind of changing market?
Well, the first thing we believe is that obviously as interest rates have risen and as the economy cools
and as inflation has remained stickier and stickier, the probability of a recession out there somewhere in
the future has begun to increase. As such, typically in a recession, a stock portfolio will fall 34% or 35%.
And of course, | just mentioned the S&P 500 is only down 16% or 17%. So, what we're trying to do is take
some risk out of the portfolio to the extent that the probability of a recession is likely building.

How are we taking those risks out of the portfolio? Well, we're trying to reduce the average balanced

portfolio. We're trying to take a bit from the stock side and move it into the cash. We're making all this
into the strength of the recent market build up. In other words, we're making these trades with the



recent stock market bounce back. So, most of our portfolios are likely to see some cash by the end of the
quarter. On the bond side, we remain short duration, which of course is defensive as interest rates rise,
shorter maturity portfolios tend to do better. And then most significantly we are reducing the amount of
high yield exposure the average client might have in their portfolio. In some cases, we're even taking it
down to 0%, other clients want to have some exposure. So, it just kind of depends on a client-by-client
basis. But nonetheless, you can see that we're clearly taking some risk out of the portfolio on the bond
side, by reducing this high yield exposure. What are we doing with those proceeds? We're actually
putting them into a short-term Treasuries, and just trying to batten down the hatches of your portfolio,
to the extent that there's a probable or possible recession out there.

Now we could be wrong about the probabilities of recession rising. The market could be wrong about a
recession entirely and we certainly don't see the recession in the near term because number one, short
term rates are still much lower than long term rates. Number two, the leading economic indicators are
still increasing, but they're increasing at a slower and slower pace. And clearly, the biggest element that
helps us remain optimistic is that we continue to create jobs. And historically, until we begin to fire
people or actually lose employment, we haven't historically had recessions.

But all of this is tough on the equity markets and that's why we are taking some of the risk off the table
right now and selling back into some strength as the market bounces off of its near-term bear market
bottom. We'll be back in a couple weeks to discuss these changes that have all been implemented in
June, how this has adjusted to your portfolio, and of course the changing market as it accrues.

Disclosures:

Commerce Trust Company is a division of Commerce Bank. Generally, non-depository investments offered in connection with Commerce Bank and its affiliates
are not guaranteed, are not FDIC insured, and may lose value. Information provided is effective as of today, June 28, 2022, and is presented for the purpose of
general education, information or illustration only. It is not to be considered as the opinion of Commerce Trust Company or Commerce Bank regarding any
individual investment, investment account or market behavior. Neither Commerce nor any of its affiliates, officers, employees, or agents have made any
recommendation or given any advice as to the terms, beneficial interest or profitability of any investment on market activity which may be referenced here,
and this information may not be relied upon as such.

Accordingly, you understand that you are always fully responsible for any investment transaction you choose to enter into, and that you shall not have relied
only on any of the proceedings or following information for Commerce as a basis for any investment decision. In considering whether to trade or invest, you
should inform yourself and be aware of the risks. The risk of loss from investing in securities and other investments can be substantial. You should consider
whether investments entered into directly by you or on a discretionary managed basis through Commerce Trust Company or elsewhere are appropriate for
you in light of your investment objectives, financial circumstances, tax status, your tolerance to risk, investment time horizon, and your investment experience.
Past performance is no guarantee of future results, and any opinions and other information in the commentary provided as of this date are subject to change.
Diversification does not guarantee a profit or protect against all risk. Markets, economic forecast and aspects of specific investments can change from time to
time based on a variety of individual interrelated or complex factors.
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This disclosure statement cannot present all the risks and other significant aspects of investments, economies, or markets in which you may elect to transact
from time to time. You should therefore carefully study investment arrangements in advance of making decisions about investing. Providing this information,
which may be a value to you or others does not detract from an investor's responsibility to take all such steps and make all such inquiries as may be necessary
to ensure a full understanding and familiarity with any potential future investment. If you are in doubt about the risks involved in trading or investment
arrangements, or have not understood any aspect of this risk disclosure statement, you should seek independent professional advice. Please also note that
Commerce does not offer tax, legal or specific estate planning advice. And while we may provide information or express general opinions from time to time,
such information or opinions are not offered as professional tax or legal advice.
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