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DEsPITE STRENGTHENING US EcoNnoMy, FINANCIAL MARKETS BECOME VOLATILE

“When you hear of wars and uprisings, do not be frightened. ... the end will not come right away.” Luke 21:9

Helped by a continually improving US economy, the S&P 500 Index produced asmall 1.1% Chart 1

return and the NASDAQ Index rose by 2.2% in the normally dangerous third quarter for US Dollar Soars While Oil Collapses
equities. These positive returns, however, masked what turned out to be a much more difficult Rising Global Growth Scare Boosts the § and Crushes Oil
quarter for small cap stocks, foreign stocks, foreign currencies and commodities, all of which | 1080 5 s r 110
suffered sharp declines. Chart 1 highlights the strength of the US dollar (and thus the weakness | 1070 Soaring

of foreign currencies) and the dramatic decline in the price of oil during the quarter. Even most
bond indices tallied losses during the quarter with riskier bonds getting hurt the most. As the
quarter came to an end, US large cap stocks also started to falter with the selling accelerating in early
October. Fortunately, most Stewardship Partners portfolios beat their indices during the quarter, | 1040
and for the nine months ending September 30th, virtually all Stewardship Partners portfolios | 1030
produced positive returns and most are exceeding their relevant indices. Good stock selection
and our decision to maintain a low weighting to European shares and avoid the Japanese market
entirely aided our results. We also helped our returns by raising our cash positions somewhat in
September, prior to the market’s short but sharp decline. While Stewardship Partners was blessed | 1900 "3 1000 Mar14 May-14 Jul1d Sep14 o0
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to be able to evade the steep declines seen by many asset classes during the the quarter, many s5;.ce: 16 Morgan, Bloomberg
investors around the world were less fortunate.

S&P 400 (Mid Cap) 4.0% 3.2%
S&P 600 (Small Cap) ~ -6.7% -3.7%

Treasury Bonds 0.4% 3.7%
High Grade Corp. Bonds 0.0% 6.0%
Gold -9.0% 0.2%
Global & International Indices

MSCI World -2.2% 3.9%
MSCI EAFE -5.9% -1.4%
MSCI Euro -7.9% -3.4%
MSCI Far East -2.3% -0.9%
MSCI Japan -2.3% -1.6%

MSCI Emerging Markets -3.5% 2.4%

US Economic Sectors

Energy -8.6% 3.2%
Materials 0.2% 8.9%
Industrials -1.1% 2.9%
Consumer Discretionary  0.3% 0.9%
Consumer Staples 2.0% 7.2%
Health Care 5.5% 16.6%
Financials 2.3% 7.4%
Information Technology ~ 4.8% 14.1%
Telecom 3.1% 7.5%
Utilities -4.0% 13.9%

Source: Bloomberg

While the US economy continued to improve during the quarter, foreign economies became weaker. China has

3Q14 Total Returns long been our biggest concern and its economic slowdown seemed to accelerate as the government tries to engineer

US Indices 3Q14 YTD | what they hope will be a “soft landing” from the economic bubble they created. Meanwhile in Europe, policymakers

E&P 200 1% 8.3% | generally dithered while Germany’s economy finally followed the rest of Europe into a slide. Germany’s export
&P 500 Value 0.3% 7.2% |°, . : . . :

S&P 500 Growth 1.9% 9.49 |otiented economy was hit by both the Chinese slowdown and US sanctions on Russia. Expectations of slower global

NASDAQ 2.2% 8.6% | economic growth and potential deflation, heightened by the risk posed by the Ebola scare, led investors to rush into

the US dollar for safety while crushing commodities. The resulting wild swings in many asset prices as well as record
margin debt caused concerns about possible hedge fund collapses or other possible financial institution disruptions
in Europe and/or China. In China, the CEO of a large property developer disappeared as the company sought to
raise new capital to avoid collapse while rumors of European banks failing the ECB'’s upcoming stress test circulated.
Concerns about the Russia/Ukraine conflict and the rise of ISIS also posed risks. Given the backdrop of a potential
global Ebola pandemic on top of these concerns, investors panicked from late September into mid-October. While
these risks are real, it is an odd situation to see the markets in such turmoil when the US economy is actually growing
stronger by the day and its banking system is well capitalized.

Because the US economy is growing nicely, third quarter corporate earnings reports are expected to be strong as well.
So far in October, this has been the case. Guidance about future earnings from corporate CEOs is bound to be more
cautious, however, as economic forecasts factor in lower growth expectations for Europe, Japan and China in 2015.
Roughly 40% of the revenues of the S&P 500 companies come from outside the US, so weakness overseas could impact
many companies future earnings prospects. Still, if a financial system meltdown is avoided and global economic growth
stabilizes, corporate earnings should still expand in 2015. Accordingly, it would be very
unusual if stocks did not recover in the months ahead. As we write this Commentary, | Table of Contents:
overseas policymakers are beginning to take steps to bolster financial institutions and | Markec Commentary 1
promote economic growth. Sensing the worst of the correction had passed, last week,
we took the opportunity to re-invest the cash we had raised earlier. We believe there is
a good chance the rest of the year could produce favorable returns for equities.
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UNRESOLVED ISSUES CREATING UNCERTAINTY FOR GLOBAL EcoNoMIC GROWTH

“Though I walk in the midst of trouble, you preserve my life.” Psalm 138:7

l lntil recently, investors seemed content to focus mostly on the improving US economy and the

restoration of its banking sector while largely overlooking problems overseas. Even though the
Fed had been winding down its QE program for quite some time, and will likely bring it to an end this
week, the markets believed this additional liquidity would limit downturns in the financial markets.
As a result, the advance in equity prices in recent years has had only minimal voladility until recently.
With QE coming to an end combined with German and Chinese economic growth suddenly slowing
rapidly; investor insecurity rose quickly. Since both Europe and China have been slow to address their
economic imbalances, the accumulated weight of these unresolved problems finally began to unnerve
investors. Moreover, when it became apparent international health agencies had failed to contain
Ebola, as they had been able to do successfully in the past, this became another potental threat to
future economic growth. The Ebola crisis, in particular, is a big wild card for investors. It is unlikely
to grow to a point where it has a meaningful negative impact on global economic growth, but there
remains a chance it could. Until investors sense this epidemic has begun to be brought under control,
they will remain wary as the consequences of a pandemic outside the borders of few small Western
African states are disturbing, to say the least. On a human scale, rather than an economic one, the
dire consequences for the African nations currently impacted by the crisis are even more distressing.

May the Lord bring an end to this plague quickly!

Leading Indicators Signaling Stronger US GDP

US Economic Growth Poised to Accelerate, Not Slow
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Unless the Ebola virus mutates so that it can spread via the air, there is only a very small chance
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Europe’s GDP Growth Seriously Lagging US
Bad Economic Policy Yields Bad Results for Europe
Real GDP Growth, Baseline of 100 as of March 2008

Europe’s recovery stalled out and
Southern European countries still
face big economic challenges.
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of the ECB’s much less helpful stance versus the Fed. While the ECB has lowered short term interest

it ever breaks out on a large scale in developed countries. Despite a slow initial response in the
US, we believe the needed changes to policy will be quickly implemented to prevent a broader
problem. Moreover, we are confident scientific researchers will find multiple ways to address
this threat relatively quickly: Accordingly, we believe there is a high probability the US economic
expansion will continue. Chart 2 highlights the US Leading Economic Indicator Index, which
suggests smooth sailing ahead for the US economy. Since the US economy is not very dependent
on exports, the problems in Europe, Japan and China are unlikely to have a serious detrimental
impact on US economic activity. Indeed, those problems overseas will likely keep inflation low,
provide a hidden “tax break” to US consumers in the form of lower energy prices and result
in a longer period of time before the Fed needs to increase interest rates. One Fed governor is
already on record as being willing to consider a new round of QE. We will be watching closely
to see if the US economy begins to falter but there is no sign of this yet.

Europé’s unresolved economic problems are easy to identify on Chart 3. While US GDP
advanced at a steady pace from 2009 onward, Europe’s faltered during their crisis in 2011 and
has never really gotten back on track, particularly in Southern Europe. This is largely the result

rates to effectively zero (even negative) and German 10 year government bond yields are below 1%, the
central bank reduced the size of its balance sheet while the Fed continued to expand its QE program.
Now, with inflation quickly threatening to turn into deflation (Chart 4) and Europe on the verge of
entering a Japanese-style, deflationary, no growth spiral, the ECB is once again poised to expand its
balance sheet. Chart 5 indicates just how much the ECB has let its balance sheet shrink. While the
ECB’s exact plans to stimulate European growth are not yet fully detailed, it has indicated its plans
to expand its balance sheet towards the level it reached in early 2012. This should help stave off a
deflationary disaster for the continent, but because of Europe’s reluctance to assist its economy in the
last two years, it may struggle to restore growth. Moreover, banking problems and Greek sovereign
debt issues are threatening to resurface again. It may be some time before economic clarity is restored
in Europe.

Meanwhile, on the other side of the world, China is increasingly struggling with keeping its bubble
economy intact. On two occasions recently, China has injected capital into its banks in order to keep
them solvent. These banks report a very low percentage of bad loans but most observers, if not all,
agree these suspicious numbers must be significantly understated. As noted earlier; problems associated
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Is Europe Becoming Japanified?
Europe is Following Japan’s Earlier Path to Deflation
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with heavﬂy indebted property developers in China has bubbled to the surface with one company

already going bankrupt and another hastily seeking new equity capital recently. Chart 6 highlights
how volatile Chinese housing prices have been, including a recent very steep decline that may not
yet have ended. Reports indicate there are 23 million empty homes in China and we suspect the
number could actually be higher than this. Clearly, these dramatic price drops signal stress in the
Chinese housing market which are no doubt indicative of wider problems throughout the Chinese
economy. The country’s massive infrastructure

overbuilding in the last ten years could not
China’s Home Prices Are COOling Quickly be sustained and this spending Qommg back
YOY Avg. Price Change for Homes in Tier 1, 2 and 3 Cities to more normal levels alone has slowed the
207 Chinese economy. Chinese policymakers are
dearly working diligently to let theair out of the
Chinese economic bubble slowly. They have

10 - succeeded in doing so for many years now and
they may continue to avert disaster. Neverthe-
5 less, it will take many years to accomplish this

ECB’s Big New Stimulus Effort

ECB Will Once Again Boost its Balance Sheet
ECB’s Balance Sheet Assets in Billions of Euros
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Source: Bloomberg process and China’s bubble begins to pop inan

uncontrolled manner. If the nation’s financial system buckles under the stress, investors are likely
to fear the worst for global growth and potential global deflation. One early sign of the world’s
exposure to Chinas problems is the collapse in commuodity prices which can be tied pretty closely
not only to slowing Chinese growth, but also to the Chinese government cracking down on a
variety of illegal schemes utilizing commodities to distort financial transactions. Chart 7 highlights
the long term deterioration in Chinas Monetary Condition Index and the more recent swoon in
this measure. Given its tight correlation with Chinas GDP growth, we expect further economic
weakness in the months ahead. Clearly, Chinas economic issues also remain unresolved and
investors will likely remain wary until stability and transparency are evident. Nevertheless, while
China faces big problems, it likely has the means to prevent a meltdown in its economy. Chinese
growth will no doubt continue to decelerate, but it also seems unlikely to suddenly collapse.
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THE UpSIDE OF SLOWER GLOBAL GROWTH

“I delight in weaknesses ... in difficulties. For when I am weak, then I am strong.” 2 Corinthians 12:10

conomic growth in both China and Europe may come up short of earlier expectations, but our

ase case remains one where global economic growth remains positive in the year ahead. The
market has initially responded to this prospect by doing what it normally does — overreacting, As
time passes, we suspect it will become apparent the global economy is not on the verge of collapse
and the heightened uncertainty hovering over the markets will dissipate. Naturally, this expectation
could be undermined if the Ebola outbreak spreads meaningfully outside of Western Africa or if a
collapse in a financial institution sets off a chain reaction of failures that leads to a systemic financial
crisis. Unfortunately, both of these potendally disruptive scenarios cannot be totally excluded. Over
time, however, we believe the most likely path will be for these uncertaintes to diminish. Meanwhile,
the slower economic growth also brings with it self-correcting aspects which offer hope for a speedy
resumption of normal growth rates. Chart 8 highlights the steep decline in gasoline prices which is
putting extra money in US consumers’ pocketbooks. Foreign consumers are not enjoying quite the
same benefit since the strength of the US dollar is offsetting lower oil prices. Chart 9 depicts the fall ina
variety of commodity prices, which are propping up the profit margins of those manufacturers utilizing
those commodities. Lower energy prices are also helping bolster manufacturers profitability. Higher
profits typically translate into increased employment and increased capital formation. Accordingly,

$3.50

Gasoline Price Collapse = Stealth Tax Cut

$3.00 —
$2.50

US Gasoline Futures Price

$2'0%ec—12

Jun-13 Dec-13 Jun-14

Source: Bloomberg, JP Morgan

in the midst of slower economic growth, seeds for faster future economic growth are being sown as consumers have more money to spend, employment
begins to expand and higher corporate profit margins translate into growth. All these factors should work to buffer the decline in economic growth and
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Chart 9

Metal Price Slump Aids Manufacturer Profits
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consumers and businesses can borrow at extremely attractive rates. Moreover, neither consumers
nor companies have too much debt already; so they have the capacity to borrow. If policymakers
can restore hope for future economic expansion, both will have increased incentive to borrow to
take advantage of these historically low levels of interest rates. Moreover, the ECB has the scope to

Chart 11

Loans Are Attractively Priced in Europe
Interest Rates on Mortgages and Corporate Loans
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long been geared primarily to protecting the value of its currency, causing it to be often overvalued,
thereby restraining economic growth. Given the recent sharp decline in the Euro, the continent’s
exports —a much more important component of its economic well-being than in the US — will
now be available to global consumers at more attractive prices. This should produce greater demand
for European products since imported wine, cheese and automobiles should become cheaper to

Chart 13

Low Euro Could Lead to More Takeovers
Value of Global Mergers and Acquisitions in Trillions of $
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could spur a faster than expected recovery.

Another benefit to both consumers and corporations is the impact of slower growth on inflation
and interest rates. With deflation increasingly a global concern, the world’s central bankers have
plenty of scope to keep interest rates at the current rock bottom levels for lon, ier than investors had
thought. In recent months, economists were debating the likely timing of the first Fed rate hike.
Expectations of a mid-2015 first rate hike, or
perhaps even arlier, are now being scaled back.
Atthe current lov<{ level of ir}terest rates, housi'ng Low Rates Make Housing Affordable
affordablhty rema.mS attractlve. (Chart 10) Wthh Average Mortgage Payment as a % of Household Income
should translate into a continued recovery in 0% —
. 0
both home sales and home prices.

35%
In Europe, interest rates are already at lower

levels than in the US (Chart 11) due to the

stronger threat of deflation and recession. Both
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proceed with its aggressive asset purchase plans
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inflation fighting mentality, but now that it can Source: Census Bureau, JP Morgan

smell deflation at its door, we trust the central bank will make every effort to actually create a bit of
inflation and the economic growth that typically accompanies it. If so, our expectation for Europe
to ultimately avoid financial system breakdowns

will have a better chance of being realized. It may
take some time for these positive feedback loops Euro Weakness Benefits Exporters
to pdeUCC favorable results in Europe given the Deutsche Bank Trade Weighted Euro Index
ground the ECB has to first make up after its
initial reluctance to pursue such policies, but the

probability of success is high.
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foreigners. Alternatively, European companies
could leave export prices where they were and
earn higher profit margins. Either way, it is good for the European economy as long as the currency
decline does not go too far.

If you were thinking of a European vacation, it now is about 10% cheaper than previously because of
the currencys fall. Likewise, European corporations are cheaper to US buyers in particular. This could
lead to a further jump in merger and acquisition activity as US companies seek to take advantage of
their own strong financial position, low interest rates at which such deals can be financed and attractive
values on strategic European assets. Already, mergers and acquisitions around the world have been
proceeding at the highest rate since 2007 (Chart 13) and this latest incentive to buy (strong US dollar/
weak foreign currencies) could well lead to a boost in foreign acquisitions by US companies. It is a rare
opportunity to have both interest rates and currency values both at points which make completing
deals much easier to accomplish. Uncertainty about global economic growth may cool the urge to
merge temporarily, but we would expect more deals to eventually be announced as these concerns
ease. More deals boost share prices by reducing the supply of shares while the deal proceeds raises the
demand for equities as these are reinvested.
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OBSERVING KEY TRENDS TO PosITION PORTFOLIOS OPTIMALLY

And this is my prayer: that your love may abound more and more in knowledge and depth of insight” Philippians 1:9

D 1 uch like US corporations might like to take advantage of current low interest rates and

the strong US dollar to make strategic acquisitions of European companies, we are E Shares Not Dirt Ch Us
always searching for the best bargains to be included in our Stewardship Partners portfolios. Jsrgf g:rr: . I;isFonSar . Pl/rE Relmev?:o‘i:; Us
Despair surrounding Europe’s prospects is running quite thick at the moment and this P ;
always attracts us since the best investment values are often found at the point of maximum | *?°] ——MSCI Europe 12m Fwd P/Erel 10 US
pessimism. Chart 14 indicates P/E ratios on European shares are only 86% of those in the | o9 median - lsedev - Isedey
US but this still leaves these shares more expensive versus the US than is typical. Accordingly,
it is hard to argue European shares are at a point of extreme pessimism at the moment. | 0.85 /\/\ 'WMA M . J
Given Europe’s greater risk on the Ebola front (due to much greater travel to and from o W
Western Africa than in the US), wisdom suggests hesitation in acquiring larger Furopean | % W\j
positions in our portfolios. Moreover, Europe is at much greater risk to consequences of 0.75
the tensions/war between Russia and Ukraine. A significant portion of Germany’s recent
economic weakness can be traced to a collapse in trade with Russia since these hostilities | 0.70
broke out. With the Russian economy in recession due to US sanctions, capital flight, a 03 04 05 06 07 08 09 10 11 12 13 14

Chart 14

collapsing currency and plummeting oil prices, the European economy may not yet have
reached its nadir. With European sovereign debt and financial system concerns again rising,
European equities may face additional challenges.

Source: JP Morgan

European Corporate Profits Due to Recover vs. US

US ROE Near Record Advantage vs. Euro ROE
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Nevertheless, we will keep a close eye on the European situation as there is clearly op-
portunity for significant improvement in corporate performance. Chart 15 portrays US
corporate profitability holding almost as large an advantage over European profitability
as at any time since 1975. We would expect a reversion to the mean to occur before too
much longer and positioning our portfolios with a larger exposure to European shares
could ylel§ attractive relative returns. We have maintained a heavily underweight position
in European shares in the post 2008 period due to the risks we saw there, which manifested
in 2011. In light of the poor policy responses by European leaders, its economy has
significantly trailed the US and UK where more aggressive attempts to rebuild growth
were undertaken. We may be close to a turning point now in Europe, however, as the
ECB embarks on a more aggressive approach to monetary stimulus.

Source: JP Morgan, Datastream

Given the success of the US efforts, No Need o Fear Fed Raising Rates

its economy appears much closer to being able to function normally without extraordinary
monetary accommodation. With QE soon ending, the market has begun focusing on how share
prices might respond once the Fed begins to increase short term interest rates. Chart 16 shows
how the S&P 500 behaved running up to and after the first Fed interest rate increase during
the past 10 economic cycles. As can be seen, the market, on average, advanced until rates were
raised, treaded water for a short period once the first rate increase took place and then resumed

Equities Do Not Suffer Much When Fed First Raises Rates
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Chart 17

Great Rotation Temporarily Sidetracked
Global Equity and Bond Fund Flows in Billions of $
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its advance thereafter. In this case, the first

0,
tightening move by the Fed may be viewed e -
as the end of QE rather than the first rate | "]
increase. As a result, the current turbulence | 10% 1
might be partly related to the markets | 15% — ———
52039 26 <13 0 13 26 39 52

temporary reaction to the Fed’s removing a
portion of its monetary accommodation. If
s0, we would not expect the current volatil-
ity to last for long before a new uptrend begins. This is one of the reasons we recently reinvested
our cash reserves. Moreover, November corporate repurchases of their own stock typically peak
in November and the last two months of the year are normally very strong for equities.

Number of weeks away from first Fed rate hike

Source: JP Morgan

The recent global growth scare has also contributed to at least temporarily undermining the
Great Rotation from bonds to equities. As growth expectations fell and deflation worries rose,
investors once again viewed bonds as a safe place to speculate, if not invest. As seen in Chart
17, inflows to bond funds have exceeded those into equities in 2014, reversing the pattern seen
in 2013. Undil global growth expectations recover, interest rates may well stay at current rock
bottom levels. If so, it may take a while for the Great Rotation to reengage and push share prices
higher. Eventually, however, rates will rise and bonds will suffer.
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FEAR 1S LIKELY TO RECEDE, HEeLPING EQuiTIES FINISH THE YEAR STRONG

“So do ot fea, for I am with yous do not be dismayed, for I am your God.” Iaiah 41:10

t may take some time, however, before bonds begin to suffer severely. Yields are likely to recover
om the mini-panic lows seen recently as speculators realign their trading positions to better reflect
reality rather than fear. Ebola may be with us for a considerable period of time, but a worldwide
outbreak seems highly unlikely unless the virus mutates so it can spread in an airborne manner.
Europe may be entering a recession, but that recession s likely to be shallow and shortas policymakers
finally respond more aggressively. Chinas bubble in unlikely to burst in an uncontrolled manner
given the government’s control over the financial sector. The apparent failure of Abenomics in Japan
is hardly encouraging, but Japan's continued economic demise is likely to play out in slow motion
rather than in a sudden free-fall. While none of these potential threats are likely to become reality,
all of the trends in these nations point towards lower growth and subdued inflation, if not deflation.
As a result, high quality bonds yields may not spike higher unil global economies adjust and more
normal economic growth resumes. Lower quality bonds, such as junk bonds, may see values fall due
to concerns over the weak companies issuing them being able to service and pay off their debts ina
weaker economic environment. Speculative bonds have already been under pressure and that pressure

China, US Are Engines of Global Growth
Contribution to Real Global GDP Growth in PPP Adjusted Terms
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Margin Debt at an All-Time High
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As the fear of an impending calamity recedes, equities should rebound. While China’s growth
is slowing, it is still expanding faster than the rest of the world. Meanwhile, the US’s growth is
accelerating. As seen in Chart 18, these two nations, along with India, account for a considerable
portion of world economic growth. Japan and Europe combined typically provide less than 10%
of global growth thus their economic struggles will not impede the global economy from continued
expansion. As a result, corporate earnings should avoid anything more than a short term decline,
if even that. With a reduced threat of higher inflation and interest rates coupled with highly
accommodative monetary policies around the world, valuations on equities could experience
upside. Therefore, we believe the outlook for equity investors remains constructive, but perhaps
more volatile than in past years.

One reason for the mini-panic in the financial markets recently has been what we warned about in
our last Quarterly Commentary. Hedge funds have been under fire for seriously poor performance
during the long bull market and had allowed their portfolios to become less hedged. As the global

Source: Bloomberg

growth and Ebola scares hit, they rushed to increase their hedges thereby putting extreme downward

pressure on a variety of asset prices. Some clearly could not act quickly enough as market action indicated margin call selling. With margin debt at record
highs (Chart 19), the risk of such forced selling episodes was greater than normal. This risk may have been reduced but still is an issue.

With investor fear once again at somewhat elevated levels (Chart 20), attractive investment op-
portunities for long term investors have appeared. Even so, the global indices are currendy not
that far from their recent highs, therefore, the number of investment bargains does not yet appear
extreme. While the market seems to have recovered quickly from this sell-off; there is also a chance
it suffers further deterioration before it hits a more permanent low. Moreover, we may prove wrong
about our assumptions above that disaster will be avoided with Ebola, and in Europe, China and/or
Japan. Geopolitical concerns that have been on the periphery from an economic perspective, such
as the Russian/Ukraine hostilities and ISIS, could quickly morph into situations that do have more
meaningful economic consequences. The Obama administration’s weak leadership thus far in these
crises raises the risk of a surprisingly negative outcome. Fortunately, most of the concerns noted
above seem to be lessening rather than worsening. Still, we remain alert for the possibility of sudden
reversals on all of these fronts. The most likely outcome is for equities to rise as fears dissipate in the
days ahead. By the time you receive this Commentary, the market’s bottom may already have been
put in and a normal strong finish to the fourth quarter may be underway. Most of our portfolios
have surpassed their indices so far this year and we hope to be able to build on that advantage as the

year comes to a close.

Elevated Fear Levels Presents Opportunity

Volatility Index (VIX) Rises Sharply
But Indices Are Off Less Than 10% From Recent Highs
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We at Stewardship Partners continue to be grateful for the opportunity to serve your investment needs. Please do not hesitate to contact us if you

have any questions or if we can be of assistance.
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BiBLICALLY RESPONSIBLE INVESTING (BRI) — INVESTING AS JEsus WouULD

“Blessed are they that maintain justice, who constantly do what is right.” Psalm 106:3

tewardship Partners, founded in 2000, is a leader in the field of investing with a Christian perspective, a form of Socially

Responsible Investing (SRI) known as Biblically Responsible Investing (BRI). Rusty Leonard, CFA, Stewardship
Partners founder and CEO, practiced this investment philosophy while managing over $3 billion of assets as a portfolio
manager during his decade of service with the Templeton organization. He also had the privilege of working directly
with world-renowned global mutual fund manager, Sir John Templeton. By employing a BRI approach to investing,
Stewardship Partners seeks to achieve long-term capital gains through ownership in securities of companies that are
a blessing to mankind. Conversely, we seek to avoid profiting from owning companies engaged in sinful activities
which bring physical and spiritual loss to our fellow man. Our heart’s desire is to do no harm to our fellow man in
the process of being the best possible guardians of the wealth the Lord has given us stewardship over. Simply put,

a “what would Jesus do” approach to portfolio management is what we seek for our clients.

Below are just some of the issues of concern to Stewardship Partners and the specific sinful activities that fall into each category:

1. We desire justice and mercy for the defenseless so we seek to avoid companies involved in:

. Abortion
. Life destroying or distorting scientific research
. Human rights issues such as religious persecution, terrorism and political oppression

2. We desire justice and mercy for the poor so we seek to avoid companies involved in:

. Greed-based marketing techniques
. Discrimination and unjust labor practices
. Any abuses of the poor, children and/or the elderly
3. We have compassion for those addicted and/or engaged in sinful lifestyles so we seek to avoid companies involved in:
. Alcohol, Gambling and Tobacco
. Pornography
. Homosexuality (those companies deemed to be the most active supporters)

4. We desire to protect marriage and the family so we seek to avoid companies involved in:
. Entertainment that seeks to destroy biblically-based attitudes
. Efforts to promote lifestyles the Bible indicates are sinful

Additionally, we favor companies that clearly embrace:

Honesty, Compassion, Diligence, Prudence and Creativity

Support for quality products at fair prices and constructive stakeholder relations
Support for a sustainable and healthy environment

Support for charitable giving

Support for the Jewish people and the state of Israel

We obtain information on both the objectionable practices and the exemplary attributes of corporations from our affiliate The Biblically
Responsible Investing Institute (www.BRIInstitute.com). We believe BRII gives Stewardship Partners the most comprehensive database of
BRI information that currently exists and utilize much of it to realize our goal of investing in a manner that most honors our Lord. Equipped
with this information, we are then prepared to make as strong an effort as possible to build investment portfolios which best reflect our clients’
biblically-based Christian worldview.
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Like all people, all companies are sinners. Therefore, we attempt to use the BRI information at our disposal to eliminate the worst offenders from our
portfolios. At times, this is easy. For example, a company involved in making drugs used in the abortion process will always be excluded from our
portfolios. In many cases, however, we need to utilize judgment, such as when a company has operations in a country that is a known violator of human
rights. The type and size of that exposure, among other considerations, are taken into account before eliminating the company from our portfolios.

When judgments must be made we are guided by the principal of trying to do what we believe Jesus would do if He were making the decision.

For a more in depth study of the topic of Biblically Responsible Investing (BRI), please see our paper entitled “The Scriptural Basis for Biblically
Responsible Investing”.

BRI 1Ny ActioN — CoOMPARING GOOD AND BAD CORPORATE BEHAVIOR

“Love must be sincere. Hate what is evil; cling to what is good.” Romans 12:9

Below you will find an example of both a company exhibiting exemplary attributes, Jazz Pharmaceuticals, and one we avoid, Pfizer. Jazz Pharma-
ceuticals is a holding in some of our Stewardship Partners portfolios while we actively avoid ownership in Pfizer in order not to be co-owners in
enterprises engaged in or supportive of activities which are harmful to our fellow man and our Lord’s creation. We believe, in the long run, both
countries and companies that best align their activities with biblical principles will achieve the greatest success.

THE GOOD — JAZz PHARMACEUTICALS — INTEGRITY, INNOVATION AND EXCELLENCE

“Instruct them to do good, to be rich in good works, to be generous.” 1 Timothy 6:18a

eadquartered in Dublin, Ireland, Jazz Pharmaceuticals is a dynamic specialty biopharmaceutical company that identifies, develops and commercial-

izes innovative products to address unmet medical needs in several focused therapeutic areas. Its rather odd name, at least for a pharmaceutical
company, is suggestive of the beautiful music a group of jazz musicians with very specific talents make when they work together in tight coordination.
Jazz music, like Jazz Pharmaceuticals’ drug research, reflects the benefits of both improvisation and structure. Jazz Pharmaceuticals desires to draw
together the talents of its own staff and all who the company collaborates with around the world to produce new, innovative drugs which address
previously unmet medical needs, thereby restoring lives hindered or even threatened by disease and other medical conditions. Jazz Pharmaceuticals
lead product, accounting for more than 60% of its sales is Xyrem, the only product approved by the US Food and Drug Administration (FDA)
to treat narcolepsy (excessive daytime sleepiness). Jazz also has a product in the oncology area, Erwinaze which helps patients suffering from acute
lymphoblastic leukemia and the company featured the successful treatment of a seven year old girl from Wisconsin in its annual report. Erwinaze
contributes roughly 20% of Jazz Pharmaceuticals’ total sales. Jazz also markets products in the pain managementand psychiatric sectors which account
for a much smaller percentage of the company’s overall business. Moreover, it is currently developing new drugs in the narcolepsy and hematology/
oncology sectors. The company has often targeted drugs needed for patient groups smaller than 200,000 in size, commonly referred to as “orphan
drugs”. Because of the small market size of such drugs, the FDA gives drug makers special privileges in order to provide economic incentive for
research and development to be undertaken by firms like Jazz. Besides Dublin, Jazz has offices in Philadelphia, PA and Palo Alto, CA in the United
States as well as numerous offices throughout Europe. Jazz employs over 800 staff around the world. It markets its products in the US, ten countries
in Europe and 80 other countries around the world.

As a drug developer, Jazz Pharmaceuticals has the ability to directly and meaningfully impact lives in a way most other companies cannot. Moreover,
with its focus on orphan drugs, it is seeking to help those patients that might never get the life altering or saving treatment Jazz provides had the
company not taken the financial risk to pursue these smaller pharmaceutical markets. Many patients, like the seven year old girl from Wisconsin, are
very grateful for the hard work Jazzs scientists have undertaken to provide solutions to their medical needs. Undergirding the company’s success are its
five core values, starting with integrity. Jazz insists on honesty and compliance with the law from not only its own staff but also from its consultants,
business partners and service providers. Not surprisingly for a company named Jazz, collaboration is also one of the company’s core values. The company
recognizes that so much more can be achieved when the great minds it both employs and partners with are working from a place of mutual respect
and a desire to produce results so significant that it would be impossible to achieve these alone. Jazzs passion to remain laser-focused on improving
patient care is its third core value. Their desire is to be deeply dedicated to bringing innovative therapies to patients as soon as possible. Innovation
is the fourth core value as the company understands novel and creative approaches will be necessary to produce results in areas where others were
discouraged by the difficulty of solving the unmet medical need or the smallness of the market. The final core value for Jazz is its pursuit of excellence,
a character trait which has been demonstrated throughout the company’s history. As a marketer of drugs, which can be dangerous if misused, Jazz has
committed to marketing its products in an ethical fashion. To ensure success, the company utilizes thorough compliance manuals, extensive employee
training and an open door policy for reporting suspected violations.
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Drug developers recognize more than most companies that their most important assets walk out the door every evening. Smaller drug companies
like Jazz are even more dependent on their key staff to build their future than larger drug companies with multiple layers of staff. Therefore, Jazz
secks employees who share its core values and works hard to create an environment in which they can flourish, both personally and financially.
Accordingly, Jazz, in keeping with its commitment to the pursuit of excellence, offers a top tier, comprehensive compensation and benefits package
designed to meet the needs of a diverse staff. The company describes its base pay and bonus plans as “extremely competitive”. Employees are also
given the opportunity to share in the growth of the company via plans which allow them to acquire shares in the company’s stock, programs which
they describe as “generous”. Jazz provides health and welfare insurance and its contribution to the cost of these plans exceeds the industry average.
Group life insurance is part of the company’s benefit package and employees have the ability to acquire additional health life insurance for themselves
or family members. Short and long term disability insurance plans are also provided for employees suffering more extensive medical setbacks. Flexible
spending accounts are available for use with child care or other related expenses. Eligible employees are also given adoption assistance other forms of
employee aid when a worker finds themselves or their family in a difficult personal situation. Knowing how hard their employees typically work, the
company strives to help their staff maintain a proper work/life balance so Jazz offers industry-leading vacation benefits a generous allotment of sick
days and paid holidays. Retirement savings options consist of a sponsored 401 (k) plan and the ability to contribute to an attractive employee stock
purchase plan. Jazz expects a lot from its employees but it also gives them a lot back as well.

Jazz Pharmaceuticals recognizes that to be a truly excellent company, its efforts to be a blessing to its patients and employees must extend to the
communities it serves and works in as well. As a result, it engages in a number of philanthropic efforts aimed at helping others while also fostering
long term benefits for its mission to help meet unmet medical needs for suffering patients. While the company does not delineate just how much
it spends on charitable efforts, it has several programs in place which is indicative of what is likely a meaningful level of giving. One of the programs
involves gifts to medically related organizations such as charities, medical schools, hospitals and medical associations for educational activities including
fellowships, educational meetings and lectures. Another program is a bit broader in focus and makes grants or charitable contributions to non-profits
related to the fields in which Jazz does business, provides sponsorship or memberships for meetings or medical organizations as well as support for
groups collaborating to help meet unmet medical needs of patients. The company also supports charitable efforts in the areas where it has facilides.

Jazz Pharmaceuticals’ good works, while numerous, are, of course, no guarantee of long-term investment success. As Biblically Responsible
Investors, however, the company’s commitment to innovation, integrity and safety as well as its outstanding treatment of its employees allows
us to know we are shareholders in a company seeking to be a blessing to all. While no company, like no person, is perfect, this is clearly a
company which benefits those related to it and one we can be proud to own! The lives its technology and products have saved, and will save
in the future, alone make it a worthy investment for those taking a BRI approach.

THE BAD — PrizER — ABORTION, STEM CELLS AND HOMOSEXUALITY

“Things that cause people to sin are bound to come, but woe to that person through who they come.” Luke 17:1

Lli(le Jazz Pharmaceuticals, Pfizer is a drug company which seeks to produce compounds which can be used to help people through a variety of
edical challenges. Sadly, Pfizer has utilized its expertise and talents to produce three drugs, each of which can be utilized to cause an abortion and
two of which were designed specifically for that purpose. Prostin E2 is a suppository used to cause an abortion anywhere from the 12th to the 20th
week of pregnancy. Hemabate is an injection also used to kill children in the womb anywhere between the 12th and 20th week of pregnancy. A third
drug, Cytotec, is meant to assist with gastric ulcers but can also cause abortions. Moreover, the company has been a sponsor of industry organizations
encouraging the use of embryonic stem cells and uses such stem cells in its own research. Clearly, this is a company which does not share our biblically-
based worldview since it has no moral problem with producing products intended to take innocent lives while still in their mother’s womb. We are
not sure how many children’s lives have been ended using Pfizer’s drugs but we have little doubt it is a very large number. We very much doubt that
most sincere Christians would want to be associated with this company as its profits and dividends are clearly morally tainted.

Pfizer is also one of the most significant corporate supporters of homosexuality in the US. It has made charitable contributions to homosexual charities
and sponsored homosexual gatherings. It offers domestic partners medical benefits and has also extended benefits to those employees seeking sex
reassignment surgery. The company promotes a variety internal employee groups targeting its homosexual and transgendered staff members. It also
has policies secking to influence its corporate suppliers to promote homosexuality. As a result of its utilizing shareholder resources to offer extensive
support of the sin of homosexuality, Pfizer is included on the BRI Institute’s list of the companies who most actively promote the gay lifestyle. While
we love all sinners, including homosexuals, our desire to invest in a manner that honors the Lord means we avoid companies like Pfizer.

Excluding Pfizer from our list of potential investments is not a difficult decision. As BRI investors seeking to please and honor our Lord, we

naturally look elsewhere to achieve investment success as we do not want to be associated with a company using shareholder resources in a
manner the Bible defines as sinful and which can have a negative impact on individuals and society in general.
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Our ULTIMATE GOAL — FUNDING THE LORD’s WORK

“Therefore go and make disciples of all nations.” Matthew 28:19a

tis our hope that Stewardship Partners’ ability to create an abundance for you will help you to share with those who are in need and

assist in fulfilling the Great Commission. Our non-profit ministry afhiliate, Wall Watchers, provides a free service to help you educate
yourself about the many wonderful Christian giving opportunities available to wise donors. We invite you to join the thousands of visitors to
our ministry’s website at www.Ministry Watch.com, as best we can tell, the Internet’s top site for donors to Christian ministries to gather critical
information about the ministries they are considering supporting. The site contains a variety of helpful information about hundreds of the
largest US-based Christian ministries including ministries statements of faith, the history of the ministry, program accomplishments, ministry
financial statements and financial efficiency ratings. Please feel free to utilize this free resource as you seek to be a wise and effective donor to
Christian ministries. We would be pleased to help you bless God’s people who are in need, and clients of Stewardship Partners have access to
further resources from MinistryWatch.com. It is our sincere desire to see Christians leading the way in giving generously, wisely and effectively
so that the Lord’s work on earth can be completed and many can be both blessed and saved.

FEATURED MINISTRY — GLOBAL MEDIA QOUTREACH

“It has always been my ambition to preach the gospel where Christ was not known.” Romans 15:20

lobal Media Outreach began its operations in just 2004, which is not all that surprising since the ministry’s focus is reaching the lost

through the internet. The ministry has reported truly amazing results in its first ten years of operations. The work of GMO begins when
seekers find just one of GMO’s more than 250 websites. Here, more than 1 million visits to Gospel presentations happen each day, and more
than 100 thousand indicated decisions for Christ will occur—even today. In only 10 years, Global Media Outreach has presented the Gospel
more than a billion times to people from 195 countries across the globe. GMO?s staff of 44 and team of nearly 9,000 Online Missionaries
have seen more than 100 million indicated decisions for Jesus Christ since 2004. As the leading pioneer in media-technology evangelism and
discipleship, GMO aims to amplify efforts in order to give everyone on earth multiple opportunities to accept Jesus Christ— see hundreds of
millions receive Him—build them in their faith and then connect them to Christian movements everywhere.

In 2013 alone, there were 326 million visits to GMO sites and 34 million indicated decisions for Jesus Christ. With partners like Greg Laurie/
Harvest America, GMO is able to take on-the-ground contacts online and disciple them after they have committed to Christ ata Harvest Crusade.
GMO is even using innovative methods such as this all over the world to accelerate the Great Commission and connect online seekers to Christian
communities on the ground. When seekers request follow-up, GMO is prepared with Online Missionaries in 127 countries. Combined, GMO’s
diverse team of Online Missionaries can respond in 26 different languages. Online Missionaries use a special system GMO has developed that
provides safety and security to those communicating. With mobile traffic increasing, GMO developed a way to allow seekers to connect with
an Online Missionaries through an SMS message. Those who aren't ready to connect are still able to grow their faith by downloading a mobile
app GMO developed called the Next Steps app. Currently, the Next Steps app is available in English, Spanish and Arabic.

Global Media Outreach not only has produced astounding results but also has managed the ministry’s affairs in a disciplined fashion.
Global Media Outreach has a three star Financial Efficiency Rating from MinistryWatch.com, and has received accolades from other
Charity evaluators. We believe Global Media Outreach is very worthy of your consideration for financial support. It appears to offer
the lowest cost per conversion that we have ever seen.

THE CHRISTIAN MINISTRY MARKETPLACE — HELPING DONORS GIVE WISELY

“A generous man will prosper, he who refreshes others will himself be refreshed.” Proverbs 11:25

uch like the stock market provides for a sensible and efficient allocation of capital in our economy, the rise of a Christian Ministry
Marketplace is providing donors with a myriad of helpful resources to maximize the impact and joy of giving to the work of the Lord.
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As donors begin to take their giving as seriously as their investing, they will find the assistance offered by the groups listed below to be
invaluable. By utilizing these resources, donors are not only likely to make better personal giving decisions, but are also contributing
to the growth in the marketplace itself. By so doing, they are helping to lay a foundation for wiser giving for all who follow in their
footsteps. Accordingly, we encourage donors to investigate how these groups might help you to give more wisely, achieve a greater
impact and create increased joy for both yourself and receivers of your gifts.

The Christian Ministry Marketplace

Resources for Christian Donors

WHERE
to invest in kingdom ministries?

Ministry Research:

- ECFA
(ecfa.org)

ristian ministries?

- MinistryWatch.com
Consultants (ministrywatch.com)

- Samaritan’s Guide
(acton.org/cec/guide/)

- Intelligent Philanthropy
Foundation (intelligentphilanthropy.com)

Ministry Mutual Funds:

- National Christian Foundation
(nationalchristian.com)

- Strategic Resource Group
(srginc.org)

- Sovereign’s Wealth Fund
(swfund.org)

p Ministries
pministries.org)

FEATURED MINISTRY MARKETPLACE PARTICIPANT — KINGDOM ADVISORS

“We carry the offering, which we administer in order to honor the Lord.” 2 Corinthians 8:19b

Kingdom Advisors is a rapidly growing association of Christian financial professionals dedicated to communicating biblical wisdom
to their clients, applying professional principles in their practices and living out their faith their marketplace in order to have a
kingdom impact. The organization was originally founded by Larry Burkett as the Christian Financial Planning Institute. In 2003,
however, Ron Blue took over leadership of this 16-member organization and laid plans to significantly increase its size and impact.
Six years later, the now renamed Kingdom Advisors has 1,700 members and its impact continues to grow. Many local branches of the
group are in operation across the country as well where members can minister to one another and work together to have an eternal
impact on their communities. Additionally, members have begun to create affinity groups within Kingdom Advisors where financial
advisors can join together with others who share their interests. The oldest such group is the Biblically Responsible Investing (BRI)
Community Group which Stewardship Partners helped start. Other groups focus on charitable giving, attorneys and emerging advisors.
Advisors from individual firms, such as Morgan Stanley and Merrill Lynch have also organized within Kingdom Advisors.

Members of the group are also encouraged to pursue the Qualified Kingdom Advisor designation which requires participation in a
rigorous study program designed by Ron Blue, founder of the largest Christian financial planning firm in the world. Kingdom Advisors’
professional training is designed to assist financial professionals in becoming disciples of Christ who are equipped and motivated to
disciple others in comprehensive biblical financial stewardship. Hundreds of Kingdom Advisor members have already completed these
studies, including some of the most respected financial advisors in the country. If you are a Christian financial advisor, you need to
be a member of Kingdom Advisors!
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The information provided herein is not a complete analysis of every material fact respecting any industry, security or investment. Opinions expressed by Stewardship Partners are subject to change without notice. Statements of fact cited by
Mr. Leonard have been obtained from sources considered reliable. No representation, however, is made as to the completeness or accuracy o statement or numerical data in the article. This public: may include technical or other
inaccuracies or typographical errors. Stewardship Partners assumes no responsibility for errors or omissions in this publication or other documents which are referenced by or linked to this publication. This publication is provided “as is”
without warranty of any kind, either express or implied, including, but limited to, the implied warranties of merchantability, fitness for a particular purpose or non-infringement. In no event shall Ste Iship Partners be liable for any
damages whatsoever, including without limitation, special, incidental, indirect, onsequential damages of any kind, whether or not advised of the possibility of d1mage and on any theory of liability, arising out of or in connection with
the use or performance of information in this publication. Other n: 205 itles, words, or phrases in this publication may constitute trademarks, service marks, or trade names of other entities, which may be registered in other
jurisdictions. This publication is intended for educational purposes. The informatios tained in this publication is periodically updated. No statement in this publication should be construed as a recommendation to buy or sell a security or
to provide investment advice. Performance information is historical and should not be considered representative of current conditions or predictive of future results. All securities investments fluctuate and involve risks. Foreign securities may
involve additional risks, including but not limited to changes in currency rates and the application of foreign tax laws, as well as changes in government, economic, and monetary policy.
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