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International equity markets posted solid returns in 2023, albeit not quite as strong as US
markets. Given the degree of economic uncertainty in the year, the more cyclical, less growth-
oriented composition of non-US equity markets explains much of the difference in performance.
Valuation spreads between international and US markets remain near historical highs, and the
potential for international outperformance in the near future remains high.

A big headwind for international markets has been their proximity to multiple crises around
the world. The war between Russia and Ukraine looks to be headed to a quagmire, with support
beginning to wane from the West, and the Middle East has erupted in conflict centered around
the Israel-Palestine conflict, affecting shipping lines and potentially oil prices. In Asia, while
open conflict has not occurred, saber-rattling between Taiwan and China has catalyzed a trade
war as Western nations shift trading relationships away from the Far East and back home or
to closer, friendlier partners.

For much of the past several decades such crises have been buying opportunities, and these
may prove to be so as well. For the moment these trends have been inflationary, propping up
producer costs around the world, be they from commodity, manufacturing or transport.

While the inflation picture on the supply front looks murky, most Western nations have
successfully managed inflationary forces on the demand side. The Federal Reserve signaled
in the fourth quarter that rate hikes are likely over, and markets have looked forward to when
rate cuts may begin. Europe and the UK have been a quarter or two behind the US with rate
cuts expected to begin in the summer and fall.

Meanwhile on the other end of the world, great change is stirring the markets of a longtime
dormant economic power. Japan is grappling with inflation as well. While a peak of 4.3% inflation
might not sound like much to the rest of Western economies, to an economy embroiled in
deflation for decades it is a welcome relief. If these levels show resilience, the conversation
continues whether the Bank of Japan will relax the grip it has had on the yield curve for the
past 7-8 years and let rates rise.

Such arise would and has had a dramatic effect on the market. Changes in the difference
between the US and Japanese interest rates is the primary driver of capital flows between the
two countries, and if Japanese rates continue to climb, the dollar will weaken.

Even more interesting is what is going on in the Japanese equity market. In 2024 we will see
increasing effects of a reform program initiated by the Tokyo Stock Exchange. The TSE has
mandated that firm improve their book value and return on capital or jeopardize their listing
on the exchange. Japanese firms have lagged behind their global peers in these measures
thanks to a great deal of cross-holdings and general neglect of shareholder interest. These
reforms will bring change to those practices, and potentially better returns for investors in
Japanese equities.

Performance

The Shelton International Select Equity Fund (SISEX) returned 9.95% (net) in the fourth quarter
of 2023, outperforming the MSCI All-Country World ex-US Index return of 9.75% by 0.2%. For
the year, the fund returned 13.97% (net), compared to a return of 15.62% for the benchmark.

Stock selection remained strong during the quarter but was offset by some of the country and sector exposures in the portfolio. Emerging Markets, an

overweight for the portfolio, did not keep up with developed markets during the quarter.

Deutsche Post, parent company of DHL returned 16.4% last quarter. The firm is a beneficiary of lower inflation, and management compounded that benefit
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by improving their business mix, focusing on the higher quality express delivery and eCommerce segments.

Kia Motors (000270 KS) is an emerging market position that did produce returns, up 29.5% in USD. Kia finished out the year strong after Hyundai (Parent
Company of Kia) sold its plant in Russia which had suspended operations since March 2022 due to the war with Ukraine. Though the sale was at a loss

of about $200M, investors seemed to appreciate that the uncertainty about the future of the plant was put behind them.

Another strong position was Associated British Foods (ABF LN). Solid third quarter results featuring improved margins, especially for the Primark brand,

topped off with a 500 million pound buyback program propelled the stock up 21.8% in USD.

Ping An Insurance (2318 HK) was a negative contributor, down 21% in USD for the quarter. With the Shanghai CSI 300 stock index down 11.8% last year,

and down 40% from its peak in 2021, many insurance companies in China have experienced weak performance in their investment portfolios.
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Denso (6902 JT), the Japanese automotive parts manufacturer was down 6% in USD in the fourth quarter. In response to the Tokyo Stock Exchange
mandated reforms Toyota has been selling down their cross holding in Denso. At the same time, Denso is one of the firms best positioned to improve
their ROIC and book value to accommodate these reforms.

Wuxi Biologics (2269 HK) was down 35% in USD in the fourth quarter. The Hong Kong based biotech firm experienced funding shortfalls that forced them
to cut back on their product pipeline, while at the same time suffered delays in some ongoing projects due to regulatory changes.

IMPORTANT INFORMATION

The stated opinions and views in the commentary are for general informational purposes only and are not meant to be predictions or an offer of individual or
personalized investment advice. Such information does not constitute a recommendation to buy or sell specific securities or investment vehicles.

This information and these opinions are subject to change without notice and may not reflect our current views. We believe the information provided here is reliable,
but do not warrant its accuracy or completeness. Any type of investing involves risk and there are no guarantees.

It is possible to lose money by investing in a fund. Past performance does not guarantee future results. Investors should consider a fund's investment objectives,
risks, charges and expenses carefully before investing. The prospectus contains this and other information about the fund. To obtain a prospectus, visit
www.sheltoncap.com or call (800) 955-9988. A prospectus should be read carefully before investing.

There may be ad(ditional risks associated with international investing involving foreign, economic, political, monetary, and/or legal factors. International investing may
not be for everyone. The information contained in this document is given on a general basis without obligation and on the understanding that any person acting upon
or in reliance on it, does so entirely at his or her own risk. Any projections or other forward-looking statements regarding future events or performance of countries,
markets or companies are not necessarily indicative of, and may differ from, actual events or results. This information is intended to highlight issues and not to be
comprehensive or to provide advice.

The MSCI ACWI ex USA is a free float-adjusted market capitalization weighted index that is designed to measure the equity market performance of developed (excluding
the United States) and emerging markets. Developed market countries include: Australia, Austria, Belgium, Canada,
Denmark, Finland, France, Germany, Hong Kong, Ireland, Israel, Italy, Japan, the Netherlands, New Zealand, Norway,
Portugal, Singapore, Spain, Sweden, Switzerland, and the United Kingdom. Emerging market countries include: Brazil,
Chile, China, Colombia, the Czech Republic, Egypt, Greece, Hungary, India, Indonesia, Korea, Malaysia, Mexico, Peru,
Philippines, Poland, Qatar, Russia, South Africa, Taiwan, Thailand, Turkey, and the United Arab Emirates. Net total S H E LTO N
return indexes reinvest dividends after the deduction of withholding taxes, using (for international indexes) a tax rate
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applicable to non-resident institutional investors who do not benefit from double taxation treaties. It is not possible to
invest directly in an index.

Distributed by RFS Partners, a member of FINRA and affiliate of Shelton Capital Management.
INVESTMENTS ARE NOT FDIC INSURED OR BANK GUARANTEED AND MAY LOSE VALUE. For more information, visit www.sheitoncap.com




