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Executive Summary

Strong US stock market performance in 2021 while significant headwinds persist
Ongoing spread of COVID-19 threatens global economic recovery

Despite the challenges, steady optimism for 2022

Concentrated Stock Case Study: Amazon

In the Face of Obstacles, a Record-Breaking Year

Now that we’ve closed the books on 2021, we look back and reflect upon some of the year’s biggest
headlines—inflation reaching 40-year highs, labor shortages, global supply chain disruptions, and of
course, the pandemic. Regardless, confidence in economic principles held firm, and strong corporate
earnings helped guide stock indices to all-time highs. Over the twelve months, the S&P 500 gained
28.7% while the Dow and Nasdaq were up 20.9% and 22.2%, respectively, even as the virus was
making resurgences around the world.

Market Exposure

In our view, consumer demand will continue to push stocks upward this year.
As mentioned in a recent NorthCoast Navigator, we estimate the global
economy still has room to grow and is far from a stagflation scenario, an
economic situation of stagnant growth with high inflation.
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Opporucistic Persistently high inflation readings could be potential performance drags.

o 1 Due in large part to shortages in raw materials, inflation is now averaging
6.8%, a level not seen since 1982 In response to increasing price levels,
the Federal Reserve (“Fed”) has announced the possibility of multiple interest rate increases this
year to prevent the economy from overheating. Markets are expecting rate hikes to begin as early as
March?.

Stock Analysis Update

In the fourth quarter, our top 15% small cap picks outperformed the small cap universe by 4.4% and
our large cap picks outperformed the large cap universe by 1.9%. Our stock scoring and market
exposure models continue to add significant value leading to better option selections consistent with
investment strategy parameters.

Options Landscape Observations

The below graph is a visual representation of VIX, also known as the fear index. The index
calculates the expected level of price fluctuation in S&P 500 Index options, or the implied volatility
of the markets. During market selloffs, the index shoots up. The most recent spike was on
November 26, 2021, the day the World Health Organization (WHO) confirmed the emergence of a
new variant of COVID-19, which would be named Omicron3.
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Dramatic price swings, as measured by implied
volatility, are usually favorable as premiums
collected in overlay strategies tend to increase.
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v e Next, we discuss how these economic
conditions may be beneficial for concentrated

stock portfolios.
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How a Covered Call Strategy Can Add Value—a Case Study on Amazon

Our moderately bullish outlook coupled with elevated volatility have helped create an environment that we believe is
attractive for Covered Call Liquidation and Covered Call Upside, solutions offered to our concentrated stock clients.
Our strategy is to write call options on the equity positions. These options generate premiums that are additive to the stock’s
performance while still allowing for potential upside on the stock. Option overlay strategies for concentrated stock portfolios
frequently perform best when the stock is down, flat, or modestly positive, or when the market’s implied volatility is high. A
detailed discussion on covered call writing can be reviewed here.

The best way to conceptualize this options strategy is through an example. The below illustration shows the performance of an
actual account under management that incepted on January 11, 2021.

From January 11 to December 31, 2021, Amazon <AMZN> stock was up 7.1%, underperforming the broad market. Options
contributed an additional 5.9% for a net 13.0%.
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What happened? AMZN experienced an incredible run-up in price during 2020 when retailers were forced to close their doors
due to the pandemic and consumers had to subsist with online shopping. But as lockdown restrictions were lifted and
businesses reopened, AMZN’s growth began to level out starting in Q4 2020. The stock had only a few volatile swings but
generally maintained stability. The market volatility helped with option premium collections and the steadiness of the stock
ensured that each options trade we executed in the account last year was profitable.

Investment advisory services are offered through Connectus Wealth, LLC d/b/a NorthCoast Asset Management, an investment adviser registered with the Securities &
Exchange Commission (“SEC”).

NorthCoast and its affiliates do not provide tax, legal or accounting advice. This material has been prepared for informational purposes only, and is not intended to provide,
and should not be relied on for, tax, legal or accounting advice. You should consult your own tax, legal and accounting advisors before engaging in any transaction.

PAST PERFORMANCE DOES NOT GUARANTEE OR INDICATE FUTURE RESULTS.

This material should not be viewed as a current or past recommendation or a solicitation of an offer to buy or sell any securities or investment products or to adopt any
investment strategy. The reader should not assume that any investments in companies, securities, sectors, strategies and/or markets identified or described herein were or
will be profitable and no representation is made that any investor will or is likely to achieve results comparable to those shown or will make any profit or will be able to avoid
incurring substantial losses. Performance differences for certain investors may occur due to various factors, including timing of investment. Investment return will fluctuate and
may be volatile, especially over short time horizons.

INVESTING ENTAILS RISKS, INCLUDING POSSIBLE LOSS OF SOME OR ALL OF AN INVESTMENT.

The investment views and market opinions/analyses expressed herein may not reflect those of NorthCoast as a whole and different views may be expressed based on
different investment styles, objectives, views or philosophies. To the extent that these materials contain statements about the future, such statements are forward looking and
subject to a number of risks and uncertainties.

Advisory services are offered by NorthCoast (“Advisor”), an SEC Registered Investment Advisor. Registration with the SEC does not imply a certain level of skill or training.

Options overlay strategy does not protect from downside risk. The downside risk protection benefit of a call writing strategy is limited to the amount of the premium received.
Portfolio holdings may need to be sold to generate cash to settle options. Such sales may produce tax consequences. Investors must be willing to forgo potential upside
appreciation above the premium value in exchange for the incremental income. Options may expire worthless or not perform as expected, resulting in losses.

Options involve risk and are not suitable for all investors. Please refer to Characteristics and Risks of Standardized Options
(http://www.optionsclearing.com/about/publications/character-risks.jsp).

Interested in learning more about Concentrated Stock solutions? Contact NorthCoast Asset Management at info@northcoastam.com.
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