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Week in Review

Equity Markets:

The S&P closed within 30 points of the early June lows this week.
This was heavily influenced by the FOMC's decision to continue
its rate hike path and the commentary that followed. We are
nearly 10 months into the year and the market has seen a slow
bleed. A slow drawdown was followed by a rapid bounce back,
ultimately leading to another low. Is the current low of 3,636,
established in June, the ultimate low? Nobody honestly knows. If
we are looking at a mild slowdown it very well could be, but if
inflation persists and the Fed is forced to raise rates further than
anticipated we could see S&P levels below 3,600.

Fixed Income Markets:

The FOMC increased rates by 0.75% for the third consecutive
meeting. The rhetoric, along with the policy, pushed rates to the
highest seen in ~15 years. The 10-year treasury ended the week
above 3.7%.

The 2-year ended the week at its highest rate since 2007, above
4.25%. The lost days for fixed income investors are gone and
bonds now have an attractive return profile.

Economic:

In a light week for economic data, the PMI for Manufacturing
and Services from S&P Global surprised on the upside last week.
Both are solidly in expansion territory. This was obviously
overshadowed by monetary policy.

The markets are digesting a tightening Fed and mixed economic
data. The labor market strength remains at historic levels, but
there are soft spots as well. The current market is in a push/pull
scenario. There are catalysts for both outcomes. The strength in
some areas could lead to a strong rally but a breakdown could
lead to a deeper low.

Looking Ahead

Equity Markets:

The current market is the ultimate test of an investor’s fortitude.
Swift moves have been unpredictable, but the theme has
remained consistent. Nearly nothing has worked. Bonds have
declined with stocks and there appears to be nowhere else to go
except for cash. But, with high single-digit inflation, even cash
appears to be a losing allocation. It is easy to look at the current
environment and only see the negative. As we look at the long-
term outlook, we continue to see opportunities for investors
who possess the patience to look in a multi-year timeframe.

2022 has been a tough year for an investor, but on the bright
side, the S&P is selling at a 23%+ discount compared to the
beginning of the year. This does not mean that volatility is over
but over the long run, a long-term investor is likely to be upset
five years from now if they were to not purchase equities at the
current levels.

For investors who may need liquidity in the next 12-24 months,
now may not be the most prudent time to invest. Volatility is
likely to remain elevated and many macroeconomic factors will
attribute greatly to the volatility. The market appears to have
priced in a mild recession at the minimum, which should
coincide within a close range of the June lows. Market conditions
have started to deteriorate. Downward earnings revisions have
started and the impacts of inflation are beginning to affect
corporate profits. As an investor, these are not times for
concern, but rather times to be a contrarian and go against the
grain. Warren Buffet's quote; “Be fearful when others are greedy
and greedy when others are fearful” is a reminder for today’s
environment. Extreme investor fear and pessimism has
historically been the most profitable time to invest for
disciplined investors.

Uncertainty is how we define the current market. In uncertain
times we believe investors should remain committed to their
established allocations and use this time to evaluate their
investment objectives. Strategies such as systematic rebalancing
have potential long-term benefits in the current environment
where investors can purchase depressed assets selling at
discounts. But both of these depend on an established,
disciplined investment strategy.

Fixed Income Markets:

We are nearly at the high end of our rate call. At the current
levels we believe we are much better purchasers of bonds. The
risk/return trade-off is at one of the most attractive levels since
the pre-financial crisis. We believe that we are much closer to
the top in rates, despite the highly probably rate hikes over the
next six or so months. Fixed investors should like the current
rate structure as an opportunity.

Economic:

Housing and the consumer will be in focus this week, which are
two main drivers of the economy. The final read on the
University of Michigan Consumer Confidence Index will be
released on Friday. New home sales, pending home sales, and
mortgage applications will also be released this 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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