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Week in Review

Equity Markets:

All major indices ended the week negative. The NASDAQ was the
worst performer, down 2.6% while the S&P was down 2.1%.
Inflation and a less than stellar start to earnings season were the
major contributors.

Banks kicked off Q1 earnings with many beating earnings
expectations. Many banks mentioned geopolitical concerns and
discussed the rising risks to the US and global economy. As the
conflict in Ukraine extends, the economic impacts are likely to
spread. Although Europe’s inflation numbers are not as high as
the US, the war in Ukraine could change that quickly. Europe’s
reliance on Russian energy, and the current sanctions, could
have a long-lasting impact on the European economy. As more
economies become affected by the conflict, the risk of contagion
to the rest of the global economy increases.

Fixed Income Markets:

The yield curve continued its steepening trend last week as we
saw the 2's/10's spread widen to ~0.37% after a brief period of
inversion a couple of weeks ago. The 10-year closed at 2.83%, a
level not seen in over three years. Members of the FOMC
reiterated the Fed's focus on battling inflation, and their
commitment to continuing to raise interest rates.

Economic:

Inflation remains at levels unseen in decades as the CPl came in
at 8.5%. Core CPI, which excludes food and energy because of its
higher volatility, rose 6.5%. Core CPI came in lower than
expectations and could be a sign that inflation is peaking. The
PPI, which measures producer prices, rose 11.2% year-over-year.

Consumer Sentiment had a surprising jump with confidence in
the job market and wage expectations increasing. Initial jobless
claims were sightly higher than the expected 170,000 and came
in at 185,000.

Looking Ahead

Equity Markets:

Higher interest rates will likely continue to cause volatility in the
equity markets. To overcome the interest rate headwind,
companies must show strong earnings and have favorable
outlooks in order to overpower the sentiment around rates. The
S&P is down 7.8% YTD, and it is our belief that earnings are one
of the major catalysts that can help stabilize the stock market
and propel progress forward.

As we continue through earnings season, we believe it is
important to focus on the relative earnings rather than the
absolute earnings numbers. Earnings are very likely to be much
lower than we have seen recently. Current earnings growth
stands at 9.5% after 45% in 2021 according to FactSet. A leveling
out process is natural, but we think it is most important that
companies are still showing growth outpacing expectations, and
expectations have improved. Analysts’ earnings projections
have slowly risen since the beginning of the year.

Fixed Income Markets:

So far this year the yield on the 10-year treasury has increased
1.3%+. That is a ~85% increase. There has been tremendous
selling pressure and we believe the 10-year will settle into a
range of 2.5%-3% over the next 12-18 months. There will likely
be short periods outside of this range, but we do not believe
those will be long-lasting.

After the swift run-up, the bond market is looking more
attractive than it has in the past 12 months. With the 10-year in
our target range, this could be an opportunity for investors to re-
enter the treasury market and drive yields lower. The downside
protection of a treasury allocation from equity market risk has
also become more attractive as rates have moved further from
zero.

Economic:

The housing market will garner much of the attention this week
with the releases of the NAHB Housing Market Index, building
permits/starts, and existing home sales. The Fed's Beige Book
will be released mid-week and will give insight into the levels of
economic activity around the country. The Leading Economic
Index will also be heavily watched.
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Important Disclosures:

Investment Advisory Services offered through Krilogy®, an SEC Registered Investment
Advisor. Please review all prospectuses and Krilogy’s Form ADV 2A carefully prior to
investing. This is neither an offer to sell nor a solicitation of an offer to buy the securities
described herein. An offering is made only by a prospectus to individuals who meet
minimum suitability requirements.

All expressions of opinion are subject to change. This information is distributed for
educational purposes only, and it is not to be construed as an offer, solicitation,
recommendation, or endorsement of any particular security, products, or services.

Diversification does not eliminate the risk of market loss. Investments involve risk and
unless otherwise stated, are not guaranteed. Investors should understand the risks
involved of owning investments, including interest rate risk, credit risk and market risk.
Investment risks include loss of principal and fluctuating value. There is no guarantee an
investing strategy will be successful. Past performance is not a guarantee of future
results. Indices are not available for direct investment; therefore, their performance does
not reflect the expenses associated with the management of an actual portfolio.The S&P
data is provided by Standard & Poor’s Index Services Group.

Services and products offered through Krilogy® are not insured and may lose value.
Be sure to first consult with a qualified financial advisor and/or tax professional before
implementing any strategy discussed herein.
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