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Week in Review

Equity Markets:

Despite a strong final trading day of the week, which saw the
S&P rise nearly 2%, the index ended the week down 0.9%. The
large move was in large part due to a surprise beat in June Retail
Sales.

Earnings season ramped up last week, with many of the major
banks reporting. 7% of the S&P 500 companies have reported
thus far, and 60% have beat earnings expectations. This number
is below the 5-year average of 77%. This is a small sample size
and there are many more companies yet to report that can
change these numbers. It is clear, however, that worries from
analysts coming into earnings season are at least partially
correct.

Fixed Income Markets:

The 2's/10's inversion went severely negative this week. At one
point, the spread was -0.2%. This is the most negative this
spread has been since the year 2000, according to data provided
by The St. Louis Fed. Historically, when this spread turns
negative, it indicates economic growth will slow at some pointin
the future. The timing of the slowdown has historically ranged
from 6-24 months.

Following the high CPI report, fixed income traders appear to be
pricing in another large rate increase by the Fed at their next
meeting on July 26-27. The bond market is implying the Fed
Fund’s rate will be in the range of 3.5-3.75% by January 2023.
This rate currently sits at 1.5-1.75%.

Economic:

The headline report was the June CPI report released on
Wednesday. Headline CPI came in at 9.1% year-over-year, which
continues the streak of highest inflation seen in decades. Core
CPI, which excludes the volatile components of Food and Energy,
rose 5.9% year-over-year. Both of these were above analyst
expectations of 8.8% and 5.7%. Not all reports were negative,
however, and were a welcomed sight by the markets. The
preliminary University of Michigan Consumer Sentiment Index
surprisingly rose to a level of 51.1. A surprise beat by retail sales
helped the markets end the week on a positive note. June’s retail
sales report showed that sales grew 1% month-over-month,
higher than the Bloomberg Forecast of 0.9%.

Looking Ahead

Equity Markets:

We will see earnings from the rest of the major banks this week,
and major companies from the tech sector, as well as economic
sensitive sectors of industrials and materials. Banks have shown
mixed earnings results, but insights into different areas of the
economy are of much interest due to their sensitivity to inflation.
These sectors can also provide more insight into the habit of the
consumer.

The S&P is currently trading at 15.8x forward earnings. This
multiple is based on the assumption that earnings will grow at
4.2% according to FactSet. This multiple is below the 5- and 10-
year averages. For long-term investors, the market is more
attractive and could provide suitable long-term returns for
investors that have a multi-year time horizon.

We see areas of opportunities for investors, but still believe
investors should stay cautious and remain disciplined. Rules-
based rebalancing is a great opportunity to purchase equities at
depressed prices without taking on significant excess risk.

Fixed Income Markets:

We won't hear from Fed members as they go quiet before their
meeting on July 26-27. The 10-year closed the week at 3.02%.
Over the past four weeks, the 10-year has reached highs at 3.5%
and swiftly moved down to below 3%. We believe this action in
rates will continue as the market works through the current
economic situation.

We still believe that the 10-year will spend the majority of its
time in the 3.00-3.5% range. If rates move below this range, we
believe sentiment around Fed rate hikes will push rates back to
the low end of our range. If rates break out above 3.5% it's
unlikely to stay significantly beyond those levels for a substantial
period.

Economic:

Economic numbers will be light this week but we will receive an
updated view of the housing market. The NAHB Housing Market
Index will be released on Monday, followed by housing starts on
Tuesday and Existing Sales on Wednesday. On Thursday, weekly
unemployment claims and the Conference Board Leading
Economic Index will finish the week.
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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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