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July 21, 2023

Dr. Greta Zeimetz
Executive Vice President
AAPL

800 Fournier Street

Fort Worth, TX 76102

Dear Greta:

Enclosed with this letter you will find the American Association of Professional Landman investment appraisals
for the period ending June 30, 2023. This includes a listing of current holdings, recent transactions, asset mix,
dividends, and portfolio yield. The summary page following delineates pertinent financial data for each portfolio.

The first half of 2023 was earmarked by a variety of challenges. The broad banking industry stock price fallout
related to selective bank failures challenged the industry in the first half. The traditional market capitalization
weighted Standard and Poor’s 500 Index showed strong results largely due to a handful of mega-cap Technology
companies, while the equal weighted Index showed much more muted returns with the differential in returns at a
magnitude not seen in twenty years. Additionally, the Energy sector had limited returns in the period after being

market leaders during most of 2022. Despite these issues the portfolio was able to show positive returns for the
first half.

We expect inflation to continue to decelerate, interest rates to approach a pause/peak, and corporate profit
expectations to continue to drift marginally lower. Domestic economic growth remains uneven but the current

health of the U.S. consumer provides a meaningful cushion. The debate around how much pain interest rates will
cause remains a primary driver of volatility.

Additional thoughts regarding the economy and capital market environment are more fully discussed in the
“Second Quarter 2023 Review,” which is enclosed along with a copy of our Privacy Notice, ADV Part 2A, Form

CRS and Brochure Supplement. Please contact me if you have any questions or comments regarding the enclosed
material or our investment strategy.

Sincerely,

=7

Paul W. Greenwell
Vice President-Principal

PWG/tlm
Enclosures

¢¢; Mr, Harold Carter
Mr. Don Clark
Ms. Tracy Ford



AAPL Operating Cash Custody

AAPL Education Foundation Revocable Trust

Landman Scholarship Trust

NAPE Expo Charities Fund

AAPL Operating Cash Custody

AAPL Education Foundation Revocable Trust

Landman Scholarship Trust

NAPE Expo Charities Fund

AAPL LANDMAN
INVESTMENT PORTFOLIOS
June 30, 2023

ASSET ALLOCATION
Market % of Fixed % of
Value Equities Portfolio Income Portfolio
$ 32,429,743 $ 23,842,600 735 $7,213,870 222
4,971,599 3,563,451 71.7 877,688 17.7
8,968,727 6,623,983 73.9 1,646,638 18.4
1,966,075 1,437,487 73.1 406,151 20.7

INVESTMENT PERFORMANCE*

SECOND QUARTER
Standard & Poor's

Total Portfolio  Equities Only 500 Index
(04/01/23 - (04/01/23 - (04/01/23 -
06/30/23) 06/30/23) 06/30/23)
35 % 4.8 % 8.7 %

3.5 4.7 8.7

3.7 49 8.7

2.8 3.8 8.7

YEAR-TO-DATE

Equities Standard & Poor's

Total Portfolio Only 500 Index
(01/01/23 -  (01/01/23 - (01/01/23 -
06/30/23) 06/30/23) 06/30/23)
51 % 65 % 16.9 %

5.6 7.2 16.9

55 7.1 16.9

43 5.2 16.9

* Investment performance results are gross of investment management fees and include realized and
unrealized gains and losses and dividends and interest.



Luther King Capital Management

001193

Quarterly Statement

AAPL Operating Cash Custody
Quarterly Statement: 06/30/2023

This statement has been prepared by Luther King Capital Management and provides important information regarding your portfolio for the period indicated. We encourage
you to compare account statements that you receive from us with account statements that you receive from your custodian.

Please contact us at (817) 332-3235 if you are not receiving account statements directly from your custodian or if you have any questions regarding your account statement.
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Luther King Capital Management Period Ending: 06/30/2023
001193
AAPL Operating Cash Custody

Summary of Investments

% of Total Est. Annual Current

Total Cost Market Value Portfaolio Income Yield %
Cash Equivalents
CASH INSTRUMENTS 1,373,272.90 1,373,272.90 42 68,526 5.0
Total Cash Equivalents 1,373,272.90 1,373,272.90 42 68,526 5.0
Equities
COMMUNICATION SERVICES 163,448.16 902,830.00 2.8 0 0.0
CONSUMER DISCRETIONARY 781,581.55 2,133,634.00 6.6 32,998 15
CONSUMER STAPLES 1,261,676.77 1,763,614.00 5.4 51,313 29
ENERGY 1,530,996.54 2,001,808.00 6.2 118,061 5.9
FINANCIALS 720,841.60 1,098,180.00 34 31,840 2.9
HEALTH CARE 2,050,186.69 5,092,803.00 15.7 34,640 0.7
INDUSTRIALS 1,774,397.50 2,768,332.00 85 34,652 1.3
INFORMATION TECHNOLOGY 2,485,942.62 5,758,514.00 17.8 22,221 0.4
MATERIALS 1,560,452.66 2,302,152.00 7.1 46,280 2.0
Total Equities 12,329,524.09 23,821,867.00 735 372,005 16
Fixed Income
MUTUAL FUNDS - BONDS 7,597,658.94 7,213,869.66 222 308,034 4.3
Total Fixed Income 7,597,658.94 7,213,869.66 22.2 308,034 43
TOTAL INVESTMENTS $21,300,455.93 $32,409,009.56 99.9% $748,565 2.3%
Accrued Interest 0.00 0.0
Accrued Dividends 20,733.00 0.1
TOTAL PORTFOLIO $32,429,742.56  100.0%
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Luther King Capital Management

001194

Quarterly Statement

AAPL Education Foundation Revocable Trust
Quarterly Statement: 06/30/2023

This statement has been prepared by Luther King Capital Management and provides important information regarding your portfolio for the period indicated. We encourage
you to compare account statements that you receive from us with account statements that you receive from your custodian.

Please contact us at (817) 332-3235 if you are not receiving account statements directly from your custodian or if you have any questions regarding your account statement.
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Luther King Capital Management Period Ending: 06/30/2023
001194
AAPL Education Foundation Revocable Trust

Summary of Investments

% of Total Est. Annual Current

Total Cost Market Value Portfaolio Income Yield %
Cash Equivalents
CASH INSTRUMENTS 530,460.84 530,460.84 10.7 26,470 5.0
Total Cash Equivalents 530,460.84 530,460.84 10.7 26,470 5.0
Equities
COMMUNICATION SERVICES 15,694.14 86,641.20 1.7 0 0.0
CONSUMER DISCRETIONARY 132,158.05 321,897.40 6.5 4,803 15
CONSUMER STAPLES 177,783.26 243,272.00 49 7,179 3.0
ENERGY 249,028.20 308,835.00 6.2 18,416 6.0
FINANCIALS 108,515.64 164,727.00 33 4,776 2.9
HEALTH CARE 319,168.16 763,431.75 15.4 5,566 0.7
INDUSTRIALS 286,707.59 417,154.00 8.4 5,048 1.2
INFORMATION TECHNOLOGY 451,433.93 945,894.50 19.0 3,838 0.4
MATERIALS 216,454.60 308,610.50 6.2 6,238 2.0
Total Equities 1,956,943.57 3,560,463.35 71.6 55,864 16
Fixed Income
MUTUAL FUNDS- BONDS 929,709.93 877,687.82 17.7 37,478 43
Total Fixed Income 929,709.93 877,687.82 17.7 37,478 43
TOTAL INVESTMENTS $3,417,114.34 $4,968,612.01 99.9% $119,811 2.4%
Accrued Interest 0.00 0.0
Accrued Dividends 2,987.25 0.1
TOTAL PORTFOLIO $4,971,599.26 100.0%
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Luther King Capital Management

001195

Quarterly Statement

L andman Scholarship Trust
Quarterly Statement: 06/30/2023

This statement has been prepared by Luther King Capital Management and provides important information regarding your portfolio for the period indicated. We encourage
you to compare account statements that you receive from us with account statements that you receive from your custodian.

Please contact us at (817) 332-3235 if you are not receiving account statements directly from your custodian or if you have any questions regarding your account statement.
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Luther King Capital Management Period Ending: 06/30/2023
001195
Landman Scholar ship Trust

Summary of Investments

% of Total Est. Annual Current

Total Cost Market Value Portfaolio Income Yield %
Cash Equivalents
CASH INSTRUMENTS 698,106.66 698,106.66 7.8 34,836 5.0
Total Cash Equivalents 698,106.66 698,106.66 7.8 34,836 5.0
Equities
COMMUNICATION SERVICES 38,363.42 211,789.60 2.4 0 0.0
CONSUMER DISCRETIONARY 240,721.41 600,031.00 6.7 9,027 15
CONSUMER STAPLES 363,334.78 516,229.00 5.8 15,056 29
ENERGY 437,801.28 538,743.00 6.0 32,537 6.0
FINANCIALS 229,159.67 346,867.00 39 10,040 2.9
HEALTH CARE 505,876.73 1,333,918.00 14.9 9,884 0.7
INDUSTRIALS 485,899.14 744,336.50 8.3 8,800 1.2
INFORMATION TECHNOLOGY 721,701.00 1,721,635.00 19.2 7,300 0.4
MATERIALS 410,808.29 604,874.00 6.7 12,280 2.0
Total Equities 3,433,665.72 6,618,423.10 73.8 104,924 16
Fixed Income
MUTUAL FUNDS - BONDS 1,790,550.25 1,646,637.54 18.4 70,312 4.3
Total Fixed Income 1,790,550.25 1,646,637.54 18.4 70,312 43
TOTAL INVESTMENTS $5,922,322.63 $8,963,167.30 99.9% $210,072 2.3%
Accrued Interest 0.00 0.0
Accrued Dividends 5,560.00 0.1
TOTAL PORTFOLIO $8,968,727.30 100.0%
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Luther King Capital Management

009336

Quarterly Statement

NAPE Expo Charities Fund
Quarterly Statement: 06/30/2023

This statement has been prepared by Luther King Capital Management and provides important information regarding your portfolio for the period indicated. We encourage
you to compare account statements that you receive from us with account statements that you receive from your custodian.

Please contact us at (817) 332-3235 if you are not receiving account statements directly from your custodian or if you have any questions regarding your account statement.
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Luther King Capital Management Period Ending: 06/30/2023
009336
NAPE Expo Charities Fund

Summary of Investments

% of Total Est. Annual Current

Total Cost Market Value Portfaolio Income Yield %
Cash Equivalents
CASH INSTRUMENTS 122,437.36 122,437.36 6.2 6,110 5.0
Total Cash Equivalents 122,437.36 122,437.36 6.2 6,110 5.0
Equities
COMMUNICATION SERVICES 11,506.00 23,940.00 1.2 0 0.0
CONSUMER DISCRETIONARY 100,126.50 123,996.60 6.3 2,027 16
CONSUMER STAPLES 113,515.45 119,962.00 6.1 3,525 29
ENERGY 128,809.74 131,218.00 6.7 7,833 6.0
FINANCIALS 45,096.00 49,171.00 25 1,416 2.9
HEALTH CARE 253,279.18 317,056.50 16.1 2,286 0.7
INDUSTRIALS 146,002.09 159,727.00 8.1 1,780 11
INFORMATION TECHNOLOGY 260,199.93 346,769.50 17.6 1,301 0.4
MATERIALS 153,189.98 164,266.00 8.4 3,240 2.0
Total Equities 1,211,724.87 1,436,106.60 73.0 23,407 16
Fixed Income
MUTUAL FUNDS- BONDS 419,905.90 406,150.82 20.7 17,343 43
Total Fixed Income 419,905.90 406,150.82 20.7 17,343 43
TOTAL INVESTMENTS $1,754,068.13 $1,964,694.78 99.9% $46,860 2.4%
Accrued Interest 0.00 0.0
Accrued Dividends 1,380.50 0.1
TOTAL PORTFOLIO $1,966,075.28 100.0%
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LKCM
FUNDS

LKCM Fixed Income Fund

June 30, 2023

Fund Facts

CUSIP: 501885404
Ticker Symbol: LKFIX
Inception Date: 12/30/1997
Minimum Investment: $2,000
Portfolio Turnover Rate* 13%

Investment Objective: The Fund seeks current income.
Managers:
CFA, CIC
Web: www.lkemfunds.com
Phone: 1-800-688-LKCM

Joan M. Maynard, Scot C. Hollmann, CFA, CIC, Mark L. Johnson,

About The Adviser

Luther King Capital Management
Corporation was founded in 1979 and
provides investment management services
to investment companies, employee benefit
plans, endowments, foundations, pension
and profit sharing plans, trusts, estates, and
high net-worth individuals.

Portfolio Managers

Joan M. Maynard is the lead portfolio
manager of the LKCM Fixed Income
Fund and oversees the investment team

responsible for the LKCM Fixed Income Fund.

Ms. Maynard joined Luther King Capital
Management in 1986 and serves as Principal,
Vice President and Portfolio Manager.

Scot C. Hollmann, CFA, CIC, is a member of
the investment team reponsible for the LKCM
Fixed Income Fund. Mr. Hollmann joined
Luther King Capital Management in 1983
and serves as Principal, Vice President and
Portfolio Manager.

Mark L. Johnson, CFA, CIC, is a member

of the investment team responsible for the
LKCM Fixed Income Fund. Mr. Johnson
joined Luther King Capital Management in
2002 and serves as Principal, Vice President
and Portfolio Manager.

Contact us at
1-800-688-LKCM

www.lkecmfunds.com

Returns as of 06/30/2023
Expense Ratio

Net' Gross 3 Month

Average Annual Total Returns
Since Incept
10YR 12/30/97

YTD 1YR  3YR 5YR

LKCM Fixed Income Fund 0.50% 0.78% -0.17%
Bloomberg Interm. Gov/Credit

Bond Index 0.81%
Lipper Short Intermediate Invest. 0.21%

Grade Debt Funds Indx

133% 033% -161% 1.16% 1.34% 3.59%

1.50% -0.10% -246% 1.23% 141% 3.75%

149% 092% -1.01% 1.45% 151% 3.38%

Performance data quoted represents past performance and does not guarantee future results. The investment
return and principal value of an investment will fluctuate so that an investor's shares, when redeemed, may
be worth more or less than their original cost. Fund performance current to the most recent month-end may be
lower or higher than the performance quoted and can be obtained by calling 1-800-688-LKCM. The fund imposes
a 1.00% redemption fee on shares held less than 30 days, and if reflected, the fee would reduce the performance

shown.
*Fiscal year to date from 01/01/2023 to 06/30/2023.

Top Ten Holdings**

Interest  Maturity % of Net
Rate Date Assets

U.S. Treasury Notes 4.13% 11/15/32 3.09%
Emerson Electric Co. 3.15% 06/01/25 2.22%
U.S. Treasury Notes 2.88% 05/15/32 2.14%
Danaher Corp. 3.35% 09/15/25 1.88%
Trimble, Inc. 6.10% 03/15/33 1.80%
Tractor Supply Co. 5.25% 05/15/33 1.76%
Federal Home Loan Banks 3.00% 04/14/25 1.73%
Kinder Morgan Inc. 5.20% 06/01/33 1.72%
Bristol-Myers Squibb Co. 3.63% 05/15/24 1.66%
U.S. Treasury Inflation Indexed

Bonds 0.63% 01/15/24 1.59%

**Excludes Cash and Equivalents.

The composition of the Fund’s holdings and sector weightings
are subject to change and are not recommendations to buy
or sell any securities.

Fixed Income Quality Distribution
(% of Net Assets as of 06/30/2023)

AAA 36.8%
A 27.5%
BBB 28.1%
AA 4.3%
BB 1.5%

Sector Weightings

[ U.S. Government Sponsored Entities 26.3%
[ Health Care 10.9%

- Information Technology 10.2%
[ Government Bonds 9.6%

[ Industrials 8.3%

[ Financials 6.5%

|:| Energy 6.5%

] Communication Services 5.6%
[ Consumer Discretionary 4.9%
I Materials 3.5%

[ Real Estate 3.2%

[ Consumer Staples 2.7%

[ Money Market Funds 1.8%

Portfolio Composition

(% of Net Assets)
Fixed Income 98.2%
Cash Equivalents 1.8%

The fixed income quality distribution uses the Standard and Poor’s scale. Bond ratings are expressed as letters ranging from
‘AAA’, which is the highest grade, to ‘C’ (junk”), which is the lowest grade.

The Funds’ investment objectives, risks, charges, and expenses must be considered carefully before investing. The Funds’ summary and statutory
prospectuses contain this and other important information about the Funds. Please read the summary and statutory prospectuses carefully before
investing. To obtain a hardcopy, please call 1-800-688-LKCM. Read carefully before investing.

Investments in debt securities typically decrease in value when interest rates rise. This risk is usually greater for longer-term debt securities.

"Expense ratios above are as of December 31, 2022, the Fund'’s prior fiscal year end, as reported in the Fund’s current prospectus. Luther King Capital Management has contractually agreed to
waive all or a portion of its management fee and/or reimburse the Fund through May 1, 2024 to maintain designated expense ratios. Investment performance reflects fee waivers in effect. In the
absence of such waivers, total return would be reduced. Investment performance for the last quarter is based upon the net expense ratio.

The Bloomberg U.S. Intermediate Government/Credit Bond Index is an unmanaged market value weighted index measuring both the principal price changes of, and income provided by, the
underlying universe of securities that comprise the index. The Lipper Short Intermediate Investment-Grade Debt Funds Index is an unmanaged index generally considered representative of short
intermediate investment grade mutual funds tracked by Lipper, Inc. You cannot invest directly in an index.

The Fund is distributed by Quasar Distributors, LLC.



LUTHER KING CAPITAL MANAGEMENT
SECOND QUARTER 2023 REVIEW

The key domestic economic themes remain largely unchanged. Households have exceptionally healthy
balance sheets. The self-sustaining cycle of employment, income, and spending are supporting economic
growth. A recent spate of stronger economic readings has allayed recession fears gauging from the recent
uptick in investor sentiment and positive equity market returns. The Federal Reserve has seemingly
delivered an appropriate amount of monetary tightening via higher interest rates to trigger disinflation.
However, there appears to be some debate among members of the Federal Open Market Committee as to
the economic impact of past interest rates hikes. This debate raises the important question of whether the
economy is about to feel the true bite of monetary tightness or more tightening will be required to reduce

inflation to the Federal Reserve’s target of 2.0%.

The severe economic downturn which would have accompanied the pandemic lockdown was short
circuited by massive policy stimulus. This action fueled a boom in crypto currencies, equity markets, real
estate, and ultimately inflation. The boom then had to be countered by the current restrictive monetary
policy. The Federal Reserve has tightened policy at the fastest pace in four decades and the money supply
is contracting for the first time since the 1940’s. Reflexively, the financial dominos have fallen in the
same order in which they rose with the demise of crypto currencies, compression of equity values, and
softer home prices last year. The final step in this sequence should be the retreat of high inflation. The
battle against inflation has made significant progress, although official victory may yet be a year away
because of the way in which shelter inflation is measured. This elevates the risk of a “policy mistake” by

the central bank to the extent it believes there is much more work to be done to fight inflation.

Ironically, the economy may be its most vulnerable at the precise moment investors believe the Federal
Reserve has engineered a “soft landing,” defeating inflation while avoiding a recession. As aggregate

demand declines, contributing to lower inflation, the risk of an overshoot rises. Thus, falling demand

LKCM

LUTHER KING CAPITAL MANAGEMENT




could eventually lead to rising unemployment. Recessions are notoriously difficult to forecast. A key
reason recessions are challenging to predict is that significant economic imbalances elicit non-linear
behavior. It is like the observation of how a business goes bankrupt: very slowly and then all at once.
Unemployment behaves similarly in an economic downturn. It historically rises very slowly, then very

suddenly.

ECONOMY

The U.S. economy has been very resilient to interest rate hikes. Over the span of fourteen months
beginning in March of last year, the Federal Reserve raised its benchmark interest rate by 5.0%. This
increase is the fastest pace of monetary tightening in four decades. Market rates of interest have climbed
higher in response. The “prime” borrowing rate at banks is now 8.25%, up from 3.25% last March.
Americans are currently paying 20.1% interest on their credit card balances compared with 14.6% a year
ago. The interest rate on new 30-Year fixed rate mortgages has more than doubled to over 7.0% from the

low that sparked a re-financing boom in 2020-2021.

As we have written before, monetary policy is generally accepted to act with a “long and variable lag.”
Federal Reserve Chair Jerome Powell emphasized this important point in his November press conference.
One reason for the lag is that many transactions have prices (which affect inflation) and quantities (which
affect employment and output) agreed upon well in advance. A key tenet to the recession case is that the
economy should just now be feeling the constrictive effect of higher interest rates, fifteen months removed

from the first interest rate hike.

Some policy makers have raised the question whether the economy is perhaps less interest rate sensitive
than it has been in the past. Lorie Logan, Dallas Federal Reserve Bank President, recently remarked,
“Some people say a lot of further cooling is in store from lagged consequences of the rate increases the
FOMC has already made over the past year and a half. I’m skeptical about the potential for large additional
effect from this channel.” Her conclusion was that “The continuing outlook for above-target inflation and
a stronger-than-expected labor market calls for more-restrictive monetary policy.” In our view, the

greatest economic risk is persistently elevated wage growth which brings further monetary tightening.

The Federal Reserve tends to break inflation into three components: goods, services (excluding shelter),

and shelter. This decomposition of inflation leads to three very different narratives. Goods inflation

(excluding food and energy) has evaporated as the pandemic induced consumption binge has faded and
-2-




supply chains have been repaired, with prices rising only 0.45% year-over-year in May. Services
(excluding shelter) fell sharply to 4.17% in April from 5.18% in June 2022. The most significant driver
of services (excluding shelter) is wage growth which remains strong at 4.4%. However, a leading indicator
of wage growth, the number of workers that voluntarily “quit” their job has receded which suggests wage
growth should continue to decline. Finally, shelter inflation remains a very high 8.03%. The measurement
method for computing changes in the price of shelter ensure that the shelter component moves in a smooth,
long-dated fashion. Real-time measures of apartment rents are declining rapidly and will slowly pull the
shelter component lower. The following chart illustrates the slow-moving shelter component of CPI and
importantly shows that the CPI excluding shelter is only 2.23%, which is close to the Federal Reserve’s
target of 2.0%.

Consumer Price Index (CPI) Study

1% Year/Year Change
10%
8% Shelter
6%
4% CPI
2% CPI
Ex-Shelter|
0%
2%
-4%
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: Bureau of Labor Statistics, LKCM

The central bank is going to be reluctant to declare victory too early in its battle with inflation. However,
following ten consecutive interest rate hikes the Federal Reserve chose to leave its benchmark interest rate
unchanged at the recent June meeting. The central bank is likely heartened by the data illustrated above.
The greatest concern for the FOMC is likely the trajectory of wages. If inflation were to stall around the
current 4.1% level, it would likely be the result of the very tight labor market continuing to place upward
pressure on worker pay. As a result, employment data is being viewed with heightened interest by
investors. One strong employment reading in early July sent the yield on the 10-Year Treasury back above
4.0% as bond investors anticipated a resumption of rate hikes at the July FOMC meeting.

-3-




MARKETS

At the close of the second quarter, it would have cost you just over $3 trillion to purchase all the
outstanding shares of Apple —a new high-water mark for a single publicly traded company. This value
of Apple stock surpassed the combined value of three of the Standard & Poor’s 500 Index eleven sectors
(Materials, Real Estate, and Utilities). For the same $3 trillion investment, you could purchase the 204
smallest companies in the Standard & Poor’s 500 Index! Apple is a phenomenal company by many
measures and warrants a large market capitalization. Of the 7.33 billion people on the planet, 19% of
them own an iPhone. In January of this year, Apple took the top spot for the largest smartphone market

share globally at 27.7%, edging out Samsung, which the market now values at less than one-sixth of Apple.

Apple alone represents 7.4% of the Standard & Poor’s 500 Index, while the ten largest companies in the
index constitute 34.7% of the benchmark (Apple, Microsoft, Alphabet, Amazon.com, NVDIA, Tesla,
Berkshire Hathaway, Meta, Visa, and UnitedHealth). The Standard & Poor’s 500 Index is a
“capitalization weighted” index which emphasizes the movements of its largest members. As Apple and
its other large technology-related cousins have grown in value, they have exerted outsized influence on
the Standard & Poor’s 500 Index. As the following chart illustrates, seven companies accounted for nearly
three quarters of the return in the Standard & Poor’s 500 Index during the first half of the year. The
remaining 493 companies produced roughly one quarter of the return. The “average” stock in the index
returned 7.0% during the first half of the year, although all the gain occurred during June as the equal

weighted Standard & Poor’s 500 Index was negative for the year at the end of May.

First Half 2023 Standard & Poor's 500 Index Returns
16.9%

"Other 493"
4.6%

Apple
Microsoft
NVIDIA
Amazon.com
Meta
Telsa
Alphabet
12.4%

7.0%

S&P 500 Index (Big 7, Other 493) Equal Weighted S&P 500 Index

Source: Thomson Reuters, Bloomberg, LKCM




In fact, the lift in the top-heavy Standard & Poor’s 500 Index was so great during May, that by June 1°
only 19% of the stocks that comprise the benchmark were ahead of the index over a three-month period.

That marked the lowest level on record dating back to 1973 as shown in the chart below.

Percentage of S&P 500 Stocks Qutperforming the S&P 500 over the Past Three Months

— Percentage of S&P 500 Stocks Outperforming the S&P 500 over the Past Three Months(2023-06-01 = 12.09%)
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Source: Ned Davis Research

The handful of technology-related companies that have led the market higher this year have done so for a
variety of reasons. First, growth stocks tend to outperform value stocks when the economy is slowing.
This rotation is particularly acute given the dramatic outperformance of value stocks last year. Second,
earnings growth for many of these leading companies is higher than the broader market. Finally, and most
importantly, Generative Artificial Intelligence (GAI) has recently captured the imagination of investors
as measured by the number of periodicals with Al themed covers, including The Economist and
Bloomberg Business Week. Much of the excitement is attributable to the introduction of ChatGPT last
November by privately held OpenAl, which counts Microsoft as an investor. The launch of ChatGPT
introduced “Generative Pre-Trained Transformer” (GPT) technology to a mass audience. The free
ChatGPT application reached 100 million unique users in less than two months, seven months faster than

it took TikTok to reach the same milestone.




The impact of GAI is going to have an immense impact on many industries and significantly reshape
portions of the economy. We are working diligently to evaluate and understand how GAI will impact the
investment landscape. Some of our initial observations are that GAI is going to accelerate the trends of
mass individuation. The way in which consumers interact with companies and consume content will
increasingly be personally tailored. GAI will provide a step-function increase in productivity for select
industries. The value of authentic experiences, such as travel and live sports, will likely rise. New
businesses will emerge that do not exist today anchored around harnessing GAI. Finally, there will be
downside, such as the proliferation of “deep fakes” or the inability to readily determine what is real and

what is not in a variety of contexts.

CONCLUSION

Chicago Federal Reserve Bank President, Austan Goolsbee, said “We are in this weird foggy environment
where is it hard to figure out where the road is,” when asked about the recent FOMC decision to pause
intertest rate hikes. Weird foggy environment, indeed. The economy continues to exhibit signs of
moderating in the wake of the pandemic stimulus boom. Inflation is methodically retreating, and the odds
of a soft landing appear to be rising, but this call may be premature. The outstanding policy question is
how much more, if any, monetary tightening remains in our future. To answer this question, the central
bank will likely need to reasonably estimate the impact of actions already taken to tighten monetary policy.
Success for the Federal Reserve would be that the current economic expansion continues with inflation
returning to their target of 2.0%, and this period could join 1964, 1984, and 1993 as examples of the few

times during which the central bank tightened monetary policy without sparking a recession.




FINANCIAL MARKET TOTAL RETURN*

Annualized  Annualized  Annualized
Six One Return Return Return
Second Months Year Two Years  Three Years Five Years
Quarter Ending Ending Ending Ending Ending
2023 06/30/23 06/30/23 06/30/23 06/30/23 06/30/23
Standard & Poor’s 500 Index 8.74% 16.89% 19.59% 3.39% 14.60% 12.31%
Russell 2000 Index 5.21% 8.09% 12.31% (8.34%) 10.82% 4.21%
Value Line Composite Index 2.98% 7.80% 11.31% (5.97%) 11.14% 2.13%
Dow Jones Industrial Average 3.97% 4.94% 14.23% 1.92% 12.30% 9.59%
NASDAQ (OTC) Composite 13.05% 32.32% 26.17% (1.69%) 11.98% 13.96%
Bloomberg Gov’t/Credit (0.81%) 1.50% (0.10%) (3.75%) (2.45%) 1.23%

Intermediate Bond Index

* Total Return Includes Income

Michael C. Yeager, CFA
July 7, 2023
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