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Week in Review

Equity Markets:

All major indices ended the week in highly positive territory. The
S&P 500 climbed 4.7%, with broad market participation. Slowing
economic numbers and better-than-expected earnings helped
push the markets higher.

Earnings ramped up last week. 20% of S&P 500 companies have
reported so far. According to FactSet, 72% have beaten earnings
expectations. This is slightly lower than the five- and 10-year
averages but is still much better than anticipated. With the
current economic backdrop, many market participants expected
to see reports that were meaningfully worse. The blended
earnings growth rate thus far sits at 1.5%. This number is a slight
increase from the previous week’s 1.3%

Fixed Income Markets:

The 10-year treasury ended the week at 4.23%. This is the
highest yield the market has seen since 2008. The yield curve
remains steeply inverted with the 2-year/10-year spread ending
the week at -0.27%. The Wall Street Journal reported that some
members of the Federal Reserve have expressed concerns over
the potential for overtightening. This could be a good sign for
the bond market going forward.

Economic:

The Leading Economic Indicators Index fell 0.4% in September.
Continued inflation, rising rates, and tighter credit conditions
have contributed heavily to the long negative trend over the past
six months. Despite weakening economic conditions, the labor
market remains resilient. Weekly unemployment claims remain
near historic lows at 214,000.

The housing market continues to cool as mortgage rates have
nearly doubled over the past year.

Looking Ahead

Equity Markets:

Corporations have found a way to navigate the current
environment. This is likely due to the historically high profit
margins coming out of the pandemic and the balance sheet
strength that was supported by government stimulus. Fiscal
policy impact takes time to show up in the data. The initial rate
hike was almost eight months ago. We are starting to see the
impacts in the housing market and we anticipate continued this
to continue in the coming months.

In our opinion, to see a sustained rally, we believe the Fed will
need to have a policy shift. This could come from a slower rate
hike policy or a pause. This will likely accompany slowing
inflation and should help push treasury yields down. That
environment is conducive to a stock market rally. Until this
occurs, we recommend investors stay disciplined and vigilant.
Opportunities remain present in the market for investors who
have the time horizon to withstand the elevated market
volatility.

Fixed Income Markets:

Interest rates are at levels last seen more than a decade ago.
Last week’s Wall Street Journal report could indicate a turning
point going forward for fiscal policy. Up to this point, the
majority of Fed officials have backed the current policy actions.
With some members raising concerns over the potential for
going too far, it could mean we are closer to the end of the rate
hiking cycle than most expect.

Historically, yields have peaked before the final FOMC rate hike.
We believe we are near the top end of the rate hiking cycle so
bond yields are attractive at the current 4%+ levels. It is possible
for yields to move slightly higher but we believe that we should
generally be buyers of bonds right now, and not sellers. You
should speak with your Advisor on whether this is appropriate
for your portfolio.

Economic:

The first GDP estimate for the third quarter will be released
Thursday. Following two negative quarters, which has
traditionally been the definition of a technical recession, this
reading is of great importance.

Friday will be a very big day for reports. The Fed's preferred
inflation gauge, the Personal Consumption Expenditures Index,
will be released. Also, the final reading of the University of
Michigan’'s Consumer Sentiment Index will be released.
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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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