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Economic Forecast Poll

The US Economy in the Next 12 Months:

1) Recession (GDP declines 2 qtrs)
2) Soft Landing (GDP slightly positive for 2 gtrs)
3) No Landing (GDP grows at or above long-term trend)




RRY T2 3! : Vel
At 13:47 d 0 2353.62 H 2357.18 L 2338.43 Prev 2361.86 XD
RRY Index Settings

[4 Comparative Returns
e 01/03/2022 (=088 01/27 /2023 (= =gten] * No. of Period 389 Day(s) [Table
Security Currency Price Change Total Return Difference Annual Eq
) .
)] : 4.61%
3 12.21% 26.61% 11.42%
9 5.94%
9
) 20.86%

M 3M 6M Y1D 1y Y 3y 5Y

Track Annotate Zoom

M Russell 3000 Index for Chicago Board Options Exchange
|Z1Vanguard Total Bond Market ETF
7"} Bloomberg Commodity Index
iShares MSCI ACWI ex US ETF
1~ Bloomberg Galaxy Bitcoin Index
! SPDR Gold Shares

Commodities were the only positive asset class for 2022




Be Humble When Forecasting!

“Forecasting is difficult, especially when it’s about the future.”
— Niels Bohr, Nobel Prize-winning Physicist (1885-1962)
(Popularized by Yogi Berra)
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Current Issues Facing Markets and Economy

Many Headwinds Today

1) Global Growth Mixed Bag
a) From Globalization to Regionalization
b) Impact of China’s return to normal
c) Will Europe and U.S. avoid recession?

2) U.S. De-Levering
a) Fed policy, balance sheet unwinding
b) Fiscal stimulus (ending?)
c) Debt Celling Crisis

3) Inflation
a) Has eased but..

b) Will it persist and stay above Fed 2% target?




Some Recent Humbling Examples

- One Example: February 2022

“U.S. economy is expected to continue to
expand at an above-trend pace [of 4%] in

7 s . x
& 47 = _./,_,'«: = 4 o
4 - U

..And another: Jerome Powell (July '21)

Actual '22 growth was
below trend, 2%

“Some inflation, but ilU transitory”

Source: Kansas City Fed, BEA, Feb, 2022

=


https://www.kansascityfed.org/documents/8551/Outlook_Feb10_External.pdf
https://www.bea.gov/news/2022/gross-domestic-product-fourth-quarter-and-year-2021-advance-estimate

Kansas City Fed’s Current View

Economy set to underperform
Real GDP Growth

'23 Soft
6 - Landing
Forecast

2 -

4 -
1980 1984 1988 1992 1996 2000 2004 2008 2012 2016 2020

2 Sources: BEA, NBER, Wolters Kluwer, Haver Analylics

Source: Kansas City Fed, BEA, Jan, 2023

g
)

I

-2

-4

Kansas City Fed
Forecast slowing
economy '22-'23

World Bank GDP
forecast for ‘23

« US +0.5%
 Global +1.7%

Will the widely-
anticipated soft
landing be achieved?



https://www.kansascityfed.org/AboutUs/documents/8551/Outlook_Jan12_External.pdf
https://www.bea.gov/news/2022/gross-domestic-product-fourth-quarter-and-year-2021-advance-estimate

...One More Example

A~ Federal Reserve
WY Bank of Dallas
In fall of 2007, the Fed and (05 MarxeT NEws

Others were Calllng for a Soft SEPTEMBER 26, 2007 / 8:3F PM / UPDATED 15 YEARS AGO
landing

U.S. economy on track for soft
landing -Dallas Fed

—_—
By Reuters Staff £ |
WASHINGTON, Sept 26

(Reuters) - U.S. inflation
pressures are easing and the
economy should manage a
soft landing, the Federal
Reserve Bank of Dallas said

on Wednesdav.

g
l




Will Global Economy Achieve Soft Landing?

Global leading indicators signal a likely further slowing in
global GDP

Global GDP and Leading Economic Index (y/y % change)

10

5

ﬂLb GDP
0
]"J LEI

-10

1985 1990 1995 2000 2005 2010 2015 2020

Global GDP is available on a quarterly basis, while the LEl is available on a monthly basis; Global GDP is aggregated
using weights based on nominal GDP converted using purchasing power parities; Shaded areas represent global
recessions as defined by the World Bank and IMF, with the monthly dating derived from The Conference Board
Global Business Cycle Chronology.

Source: The Conference Board « Created with Datawrapper

Leading Indicators
currently pointing to
a recession in ‘23

LEI has not been
wrong in over 40
yIs...

Only time will tell of
course

In meantime, as
always, stick with a
data-driven
decision-making
process!

Source: https://www.conference-board.org/us/



What is Fed saying about Inflation?

A History of Inflation

Personal Consumption Expenditures (PCE) Inflation =
zoom sy 1ov 15y [y Jan1,1970 — Oct1,2026
15 .
Will
Inflation
@ .
@ 10 persist?
13
=
[&]
g : Inflation
5 :
8 A i / expected
=S OO, W) (PR hosn Rl __ i - N P ey higher than
g o Fed target,
2.0%....
5 5 Until 2025!
1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025
— Historical PCEPI @ SEP projection ~ — Historical core PCEPI @ SEP projection
Seasonally adjusted. Projections are from the latest SEF. Recessions are shaded. Source: Bureau of Economic Analysis. See and learn more on FRED.
== Source: FRED
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Rates Higher for Longer?

More tightening expected (and much more than anticipated)

Percent Federal Funds Rate

5.0
5.0
4.0
3.0
2.0
1.0
0.0

PN -

| 2015 2016 2017 2018 2019 2020 2021

—Policy Interest Rate ¢ December 2022 FOMC Forecast

2022 2023 2024 2025
¢ December 2021 FOMC Forecast

6.0
5.0
4.0
3.0
20
1.0
0.0

.. FOMC expects Fed
Funds to decline
rapidly 2"? half '23
And the market agrees
So, bond market is
pricing in certain
recession, right?
NOT necessarily!
Why?

Because the neutral
Fed Funds Rate = 3%
(per Jeremy Siegel)

So Fed still restrictive
through 2024!

11

Source: Kansas City Fed



What Does All This Mean for Markets?

...Depends on Drivers of Market
Returns

1) Global Economy and Interest
Rates

2) Corporate Profits

3) Asset Valuation Levels

1155610132

12



Corporate Earnings Slowing

il 50

{ S&P 500 FORWARD REVENUES & EARNINGS PER SHARE i

(yearly percent change)
- == 1
il — — 5l
- — 2
10— — 10 ]
I Markets had predicted Strong

0= 113 0 earnings growth for 2022
10~ —-10  Avg EPS decline during

T i recessions: -30%
. —— Forward Revenues* (7.8) -

T —— Forward Eamings* (1.6) i
il — — -30
" | yardeni.com i 40

20067 ! 20M0H I 2(M19 ! 2000 ! 2011 ! 2012 l 2013 IELH-*l I 2015 ! 2016 ! 2017 ! 2008 I 2019 I 2020 ! 2021 ! 22 ! 223 IlLE-*l I 2025

* Time-weighted average of consensus estimates for current vear and next vear.
Mote: Shaded areas are recessions according to the National Burean of Economic Research.
Source: VB/E'S data by Refinitiv and Standard & Poor’s.
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Whenever you invest, you are at risk of loss of principal as the market fluctuates. Past performance is not indicative of future results. Purchases are subject to suitability. This requires a review of an investor’s objective, risk tolerance, and
time horizons. Investing always involves risk and possible loss of capital.



P/E for Large/Mid/Small Cap Stocks

i EL]
FORWARD P/E RATIOS FOR S&P INDEXES* -
: (weekly) — 2% _ _
_ i * P/Es improving
- _ L 25, following 2022
] Foward P/E Ratios ! market declines
—— S&P 500 LargeCap (17.4) |
i — S&P 400 MidCap (13.8) | . .
—— S&P 600 SmallCap (13.2) ’ Small/Mid cap
N 22 stocks relatively
1 ! } I cheaper vs large
' | || — 20 cap stocks
b |
- | .
B i r B W | TREE ("« Shiller S&P500
P Ith: y Iy CAPE still relatively
1 l | i high vs history
- Y | - 14
—- ' — 12
I = == 14
| yardeni.com I
RPN R S S [ R S S S S S " S R, AU A—— A—— " " A— A—— A——" —— — | '

LS 20007 200N OGO 2 (w0 200 S 2O "2 CH T 20220 20 107200 17200 272001 3720147201 5720167200 7 201 5 20149 20207202 1 2022720232024 72025

* Price divided by 52-week forward consensus expected operating earnings per share.
Mote: Shaded red areas are S&P 500 bear market declines of 20% or more. Y ellow areas show bull markets.
Source: VB/E'S data by Refinitiv.

Source: Yardeni Research Inc
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Mighty Swings in Growth vs Value Performance

Relative Performance of Growth Stocks vs Value Stocks

Figure 1.
.-.]| STYLE RATIO: S&P 500 GROWTH DIVIDED BY VALUE '_2 5
T (daily) [~
21 2.1
Value outperforms Growth 2022
2.0 =20
1.9 = — 1.9
i Growth outperforms value i
1.5 2019-2020 —1.%
1.7 = 1 - 1.7
1127 i

16— — 1.6
1.5 = - 1.5
1.4 — 1.4
1.3 = — 1.3
1.2 = - 1.2
11— — 1.1
1.0 = - 1.0
4 — 4
" yardeni.com [ .
" VoslosTarVag Voo TooTor o2 ToaToaTosTos Tor Tos Too Mo T P2 s T aa Vs Ve T r Mg i Tan T T s Ty s T

Mote: Shaded red areas are S&P 500 bear market declines of 20% or more. Yellow areas show bull markets.
Source: Standard & Poor’s and Haver Analytics.

Source: yardeni.com.
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International Equity Valuations

International: Price-to-earnings discount vs. U.S.
MSCI AC World ex-U.S. vs. S&P 500 Indices, next 12 months

10%
20 yr. avg. PIE  Current P/E
ratio ratio
5% S&P 500 15.5x% 16.6x
A ACWI ex-U.S. 13.1x 12.1x
0%
-5%
-10%
-15%

International stocks are
~20% currently on sale
-25% /

-30%
Dec. 31, 2022:
-28.2%
-35%
-3 Std. dev.: -38.4%
-40% - - - - - - - - - -----=-=-=-7

'03 '05 07 '09 11 13 15 17 19 ‘21

Source: FactSet, MSCI, Standard & Poor's, J.P. Morgan Asset Management.
Guide to the Markets — U.S. Data are as of December 31, 2022,




International Equities Due to Outperform?

MSCI EAFE and MSCI USA relative performance
U.S. dollar, total returmn, cumulative outperformance®

400%
374%
(6.1 years) - - - -
350% Regime change defermined when there is sustained outperformance
Hl U.S. outperformance of one region over the other for a cumulative 12 months.
Bl EAFE outperformance
300%
250% -
212%
(15.3 years)
200%
220%
(6.2 years)
150%
99%
80% 89% (4.2 years)
100% (2.5 years) (2.0 years)
36%
28% 51% 1.4 years 64%
50% (3.3 years) J (4.0 years)

0%

-50%

T T4 7T '80 83 '86 '89 92 ‘95 ‘08 ‘01 ‘04 ‘o7 "0 13 16 19 ‘22

Source: FactSet, MECI, J.P. Morgan Asset Management. *Cycles of cutperformance include a gualitative component to determine turning pointzin
leadership
Guidetothe Markets - U5, Data are as of December 31, 2022,




What to Do? A Humble Approach

1) Get Diversified!

ASSOCIATIONMN

“Diversification is the only free lunch in investing”

Welcome to Portfolio for the Future™!

— Harry Markowitz, Nobel Laureate in
ECOnOmIC SCIQHCGS** +— Back to Portfolio for the Future™

Putting 2020 into Perspective:
investment decision.” * DiverSification May WOI’k Better
— Roger Ibbotson than You Think

“Asset allocation policy is by far the most important

By Rodney Sullivan, CFA, CAIA, Executive Director, University of Virginia Darden School of
Business US recessions are typically accompanied by declines in stock market returns and, of
course, 2020 has been no exception. We are once again reminded that investing is not easy

Source: https://caia.org/blog/2020/08/06/putting-2020-into-perspective-diversification-may-work-better-
than-you-think

* Ibbotson, Roger and Paul Kaplan, “Does Asset Allocation Policy Explain 40, 90, or 100 Percent of Performance?” Financial Analysts Journal Jan 2000 56,1.
** Harry Markowitz with Rodney Sullivan and Antti Imanen, “Markowitz on Portfolio Theory and Practice.” AQR Words from the Wise. Jan. 29, 2016.




WHEN JEFF BEZOS MET |

WARREN BUFFETT

"WARREN, YOUR
INVESTING STRATEGY "
IS SO SIMPLE; WHY BECAUSE

DOESN'T EVERYONE NOBODY WANTS
TO GET RICH

JUST COPY YOU?"
SLOW"

Source: Compounding Quality



This is (Humble) Diversification

GIObaI Dive rsified Hypothetical Global Diversified Portfolio

60% Riskier Assets / 40% Safer Assets

Portfolio Gold
. T

US REIT 6%
‘ MSCI EM
5%

1%
EAFE
5%

UseS major global asset BarCapﬁﬁgléﬂhal HY
classes:
BarCap EM Bond
DIOCHS = ‘
Bonds

Real Assets
BarCap Glb Agg

15%

Publicly traded, liquid assets

BarCap US Agg
25%

Hypothetical portfolio only. Whenever you invest, you are at risk of loss of principal as the market fluctuates. Past performance is not indicative of future results. Purchases are subject to suitability. This requires a

review of an investor’s objective, risk tolerance, and time horizons. Investing always involves risk and possible loss of capital.



Global Diversification: LT Performance

Risk and Return Comparison Growth of 51
15 Jan 1994-Dec 2022 0 Jan 1994-Dec 2022

$8.0
:E; 12%
]
N S&P 500 57.0
— ®
g US REITS
C 1o
$6.0
c
L
£ w Global Diversified 550
3 oDal Diversime
bt 60/40 Stock/Bond
2 .
?U - Emerg Mkts 240
45 Free Lunch!
= $3.0
BarCap US Aggregate
4%
Global
60/40 Diversified 520
1-3 Mo US Treasury Bill Stock/Bond Port
2% Avg Annual Return 6.7% 7.0% ¢10
Standard Dev Return (ann) 9.3% 8.1%
Sharpe Ratio 0.55 0.69
0% 5
0% 5% 10% 15% 20% Jan-94 Jan-96 Jan-98 Jan-00 Jan-02 Jan-04 Jan-06 Jan-08 Jan-10 Jan-12 Jan-14 Jan-16 Jan-18 Jan-20 lan-22

Standard Deviation of Returns (annualized) 60/40Stock/Bond  ssmmm Global Diversified Portfolio

Source: Author analysis, data from Bloomberg. Returns shown are annual total returns for various indexes and do not represent any actual Vesteer portfolio or strategy. The results are hypothetical, and are NOT an indicator of future results and do NOT represent returns that any investor actually
> unmanaged, do not reflect management or trading fees, and one cannot invest dir in an index. Whenever you invest, you are at risk of loss of principal as the market fluctuates. Past performance is not indicative of future results. Purchases are subject to suitability. This

requires a review of an investor’s objective, risk tolerance, and time horizons. Investing always involves risk and possible loss of capital.



Global Diversification May Help Soften the Blows

Global Portfolio Drawdowns vs Stocks

B Max DD S&P500 mMax DD 60/40 m Max DD Global Div

Annualized Portfolio Returns Comparison
30 Yrs (Jan 1994 - Dec 2022)

0%

-10%
Global Diversified Port

60/40 Stock/Bond
Gold

US REIT

BarCap Global HY
BarCap EM Bond
BarCap Glb Agg
BarCap US Agg
EAFE

MSCI EM

S&P500

-20%

-30%

-40%

-50%

-60%

0 29 1% 6% 39 10% 9/30/2002* 6/30/2009 3/31/2020 12/31/2022

=

Source: Author analysis, data from Bloomberg. Returns shown are annual total returns for various indexes and do not represent any actual Vesteer portfolio or strategy. The results are hypothetical, and are NOT an indicator of future results and do NOT represent returns that any investor actually
d, do not reflect management or trading fees, and one cannot invest directly in an index. Whenever you invest, you ate at risk of loss of principal as the market fluctuates. Past performance is not indicative of future results. Purchases are subject to suitability. This

requires a review of an investor’s objective, risk tolerance, and time horizons. Investing always involves risk and possible loss of capital.



3) Gently Rotate
Asset Weights
Over Time

« Harvest opportunities — Like truffle hunting!

* Sow seeds of success now for 3yrs from now
 Be Humble! — Balance portfolio risks
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Yet, Labor Market Remains Strong

FRED g/ﬁ — e

Payrolls increased by 517,000 in
15.0

January, much better than 187,000

expected
12.5

10.0

Fercent

7.2

2.0

2.5

1873 1980 19563 1930 1995 2000 2005 2010

2013 2020
Shaded areas indicate U.S. recessions.

Source: U.S. Bureau of Labor Statistics fred stlouisfed. org

* Unemployment at 50-year lows! Jan 23 = 3.4%

« Powell has said Fed will keep rates “higher for longer”
- « Services sector still very strong, putting upward pressure on wages
I

Source: FRED
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Housing Slowing Rapidly

Higher interest rates pulling down some sectors

Thousands
2000 - - 2000

1800 - 1800
1600
1400
1200
1000

800

1600 -
1400 -
1200 -
1000 -

800

2013 2015 2017 2019 2021
——Housing Starts

——New Private Housing Units Authorized by Building Permit

Source: Kansas City Fed, Jan, 2023

g
l

Housing market is slowing
rather dramatically

Single family housing
starts weaker than multi-
family

26


https://www.kansascityfed.org/AboutUs/documents/8551/Outlook_Jan12_External.pdf

Consumers Are Stretched

US Personal Savings Rate (%)

40% 3rd
Stimulus
35% 1st 335%  check
Stimulus

30% Check

!

« Stimulus money is now

3 ieBi 2nd
20% @CharlieBilello .
Stimulus
& CREATIVE PLANNING Check runnlng OUt ..

10%
5%
Lowest since 2005
0% 2.2%
E s s s S8R =228 2 EE 8888 ssaaga8®| 8”88 8 A
S 25X 3RS XSRS SRS XSRS XSRS R SR
US Consumer Credit (YoY % Change)
10.00%

8.51% Highestsince 2011 g g7

e ...and consumers are
borrowing heavily again

@CharlieBilello

-4.00%
€ CREATIVE PLANNING

-4.11%
-6.00%
T35 099999853050855009932138
= = ‘1‘!!!1!!8!!il1ﬂ!l!l!l!-ﬂ!-ﬂ!

Source: CharlieBilello



Are Bond Markets Forecasting Recession?

10 Year-3 Month Treasury Yield Spread (1:10Y3MTS)

US Yield Curve: 10-Year minus 3-Month
* Yield curve is
400% most inverted in
40 yrs!

e So, bond market

200% IS pricing in
certain recession,
right?

* 0.00%
Most inverted Since March 1980
|
-2.00%

1970 1980 1990 2000 2010 2020

C creanive ruanning @CharlieBilello e — wYCHARTS

Source: CharlieBilello
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High-yield credit spreads more consistent with soft landing _ _
* More consistent with a
. soft landing.
S5-year high-yield US X
-
»  Will this forecast be
Recessionary correct?

episodes
average: 10%

2010-2014 2015-2019

Source: TheMacroCompass.com, Bloomberg

Source: The Macro Compass



A Disinflation Story

# IS Consurmer Price Index YoY (FUSCPIYY)
® LIS Core Consumer Price Index Yo (IUSCCPIYY) Peak June ° N Inflation iS indeed

2022 9.1% falling rapidly

us CF,I Yo 1A%

& 7T%h

Us Core CPI YoY

0.00%

Jul 0 Jan 21 Jul 1 Jan 22 Jul 22

@CharlieBilello Jae 122003, B M EST. Powered iy Y CHARTS

Source: CharlieBilello



Higher Prices Not Just Food and Energy

PCE Excluding Food and Energy

mED Mﬁ — Personal Consumption Expenditures Excluding Food and Energy (Chain-Type Price Index)

Feb 1971: 5.02052

Fercent Change from vVe=r|Age

1975 1580 1985 1950 19585 2000 2005 2010 2015 2020

_——_m SRR — 200 2@

Shaded areas indicate U.5. recessions. Source: U.5. Bureau of Economic Analysis fred.stlouisfed.org

Source: FRED



What are Markets saying about inflation?

« .. Expected future
inflation falling
rapidly as well

US Inflation Expectations
3.50% 10-Year US Breakeven Inflation Rate (%)

3.02%

3.00%
2.76%2.76%2 72%

2.63% 2.64%

2.17% |
| 2.12%
Lowest since
Feb 2021
1.18%
1.00% .
@CharlieBilello
oo & CREATIVE PLANNING
0.50%
0.00% 0.04%

2003-01-02 2006-01-02 2009-01-02 2012-01-02 2015-01-02 2018-01-02 2021-01-02

Source: CharlieBilello



Fed’s “Grand Experiment” Continues
Now Rapidly Draining Liquidity

FRED -4/ — Balance Sheet: Total Assets _ _
20 « Quantitative

Tightening
. (QT)
o + What will
%D Impact be on
£ economy and
Eju 5 /‘/\/\[\/\/\/‘4 markets?

=10
1550 1555 2000 2005 2010 2015 2020

(%4}
Q2
=
=
m
n
o
m
=L
m
o
2
m
=
Q2
w
7,
=
w
c
[}
=l
i
=
o

myf.red/g/Zlb7

- Source: FRED


https://fred.stlouisfed.org/graph/?g=Zlb7

Treasury is Dampening the Liquidity Drain, for Now

Treasury General Account ($ Billions)

[ e « UST removing
1800 | L. $300B from the
1600 | Mq TGA, softening the
1.400 | p—————— negative impact of
1.200 | drain from the TGA? QT
1.000 F
800 |  How much longer
el can TGA dampen
B | the blow?
\

20 % - Will this lead to a

; *559 -K\é *\: *\': 4"\‘; *\" <\°; *\*; *\’\lr {(': {\": *19: {4,: _‘m"i \‘1:; naSty §urpris§ .
L ELLEELE L HEEF S reduction in liquidity

(bank reserves)?

Source: TheMacroCompass.com, Bloomberg
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With less reserves in the system, investors will be more

prudent when taking risks - Will risk appetite
among investors
US Investment Grade B - wane?

Corporate Spreads,
Inverted in bps (RHS)

Less reserves,
Wider credit
spreads?

US Bank Reserves,
USD trillions (LHS)

Source: The Macro Compass



Another Debt Ceiling Crisis?

A History of the US Debt Ceiling

$35,000bn
=t Federal Government Debt Ceiling $31.4tn
e [$bn, 1960-2021] T

$25,000bn /

The largest ever debt ceiling ® raise,

SO

from ~$22tn to $28.5tn g
$20,0006bn &

$15,0006n /

$10,000bn $6.4tn just .!'
o
20 years ago \ .‘.’
$5,000bn e
in 1960 PH
Id
v ‘(&’
$0bn mm«mm«““‘,“ ) , }
1960 1970 1880 1990 2000 2010 2020

Source; US Treasury via Wikipedia C‘hQIt

The U.S. federal government has reached its debt
ceiling.

The cost of insuring against a U.S. default has jumped.
Will the U.S. actually default?

What are consequences for the markets?

Source: CharlieBilello
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1- year US Treasury Credit Default Swaps
‘ R » Previous debt ceiling events have

always made headlines, but they have
never had a major impact on
medium/long-term stock performance.

i e iy v wia Pl (uta

Cost of insuring against

US default (CDS ly) +60  In episodes of debt ceiling debate,
including 1995, 2011 and 2013, markets
reached higher levels in the 12 months
following the debt ceiling resolution.

« Markets are driven more by economic
fundamentals and earnings than by the
vagaries of U.S. politics.

Source: CharlieBilello



Corporate Earnings Slowing, More to Come?

S&P 500 Annual Earnings per Share
300 e0 7% YoY EPS Growth Expected 23

250

200 : :
Avg EPS Decline During

Recessions => -30%

EPS S

150

100

50

Dec'le Dec'l7 Dec'l8 Dec'l9 Dec'20 Dec'21 Dec '22 Dec '23EDec "24EDec '25E

B EPS e FPS % Chg (right axis) Zero

Source: Factset, data pulled Jan 28, 2023
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Whenever you invest, you are at risk of loss of principal as the market fluctuates. Past performance is not indicative of future results. Purchases are subject to suitability. This requires a review of an investor’s objective, risk tolerance, and
time horizons. Investing always involves risk and possible loss of capital.



Corporate Earnings During Recessions

In a recession, earnings decline for 5 quarters and on average by 30%

August-57 April-58

- -17,0%
April-60 February-61 7 -11,7%
December-69 November-70 5 -12,9%
November-73 March-75 4 -14,8%
January-80 July-80 4 -4,6%
July-81 November-82 4 -19,1% Average Decline During Recessions -
July-90 March-91 10 -36,7% 30%
March-01 November-01 5 -54,0%
December-07 June-09 7 -91,9%
February-20 April-20 4 -32,5%
Average # of Quarters EPS Declined 54
Average EPS Decline
Source: TheMacroCompass.com
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Whenever you invest, you are at risk of loss of principal as the market fluctuates. Past performance is not indicative of future results. Purchases are subject to suitability. This requires a review of an investor’s objective, risk tolerance, and
time horizons. Investing always involves risk and possible loss of capital.



Forecasted Earnings Falling Since Mid-2022

5&P 500 (SP50) $4,070.56 Key Statistics FactSet Market Aggregates

B Down B WUnchanged B Up —— Mean
260

255
250

i Sl =y 2 H 5 245

a7 H o - ‘ i 240

- l 1 H i 3 H H 235
230

225

224
220

215
121 421 21 10721 1722 4122 22 10022 1123

» EPS estimates continue to fall
 Down revisions on the rise

P Source: Factset, data pulled Jan 28, 2023

il 40

Whenever you invest, you are at risk of loss of principal as the market fluctuates. Past performance is not indicative of future results. Purchases are subject to suitability. This requires a review of an investor’s objective, risk tolerance, and
time horizons. Investing always involves risk and possible loss of capital.




Current Market Valuation (Shiller P/E)

50 18
45 1981 200(‘) e
= 9 1 . 12 Market CAPE valuation
o i falling back to earth
a 35 1929 ] a
ui |{‘ - 129
. [ C
< o /
3 30 % . .
o 1901 d' 29.09 | “108 But is still elevated
= \
= 1966 1}, @
o 25 3 .? e ! s
(7]
£ ',' o - 8 E
€ 20 ; e
(¢}
a ! 6 &
S 15 LK -
= CAPE N ] ; ‘*,4
- .\ - - 4
10 AT -‘"\ -~ : ."M ' k i"
CLd 4 " [
A XN ]
Long-Term e “\«"\k?“ : - 2
5 vV
Interest Rates 1]
1921 '
O T T T T T T T T O
1860 1880 1900 1920 1940 1960 1980 2000 2020 2040

Source: Robert Shiller website
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Whenever you invest, you are at risk of loss of principal as the market fluctuates. Past performance is not indicative of future results. Purchases are subject to suitability. This requires a review of an investor’s objective, risk tolerance, and
time horizons. Investing always involves risk and possible loss of capital.



Growth vs Value P/E Valuation

Relative Valuation of Growth vs Value
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* Price divided by 12-month (52-week) forward consensus expected operating earnings per share. Monthly data through December 2005, weekly thereafter.
Mote: Shaded red areas are S&P 500 bear market declines of 20% or more. Y ellow areas are bull markets.

Source: I'B/E/S data by Refinitiy .

Source: yaraeni.com.
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