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The wave of negativity that engulfed the markets last year was met with a ray of
optimism in January as inflation decelerated, interest rates fell, China reopened, and
earnings came in better than feared. The result: global equity markets rebounded
strongly to start the year, highlighted by the S&P 500 having its second-best January
over the past 25 years, the NASDAQ being up over 10%, and emerging markets
technically entering a bull market by rallying 20% off of the lows.

So, you may wonder, with this good news, why are some of the largest companies in
the economy laying off workers? There are several reasons:

« Fourth-quarter corporate reports, still being reported, are on pace to show a
decline in earnings, the first since 2020.

« CEOs’ forward-looking commentary has shown a broad concern for weakening
consumer strength across most sectors of the economy.

e In 2022, companies had more leeway to raise prices. To preserve their margins,
many seem to be shifting to strategies of cost cutting.

e« The bond yield curve is deeply inverted, meaning short-term interest rates are
higher than long-term interest rates, historically a strong indicator of an upcoming
recession.

e Banks are tightening lending standards.

e Surveys of consumer demand are pointing down.

In other news, the markets are watching the U.S. debt limit debate. The nation hit its
limit in January, leading the Treasury to adopt “extraordinary measures” to continue

meeting obligations. As those measures exhaust, expect the debate the get hotter —

the House seems primed for a fight.

And overseas, there were sighs of relief as it now appears a looming global recession
may be milder than suggested by the worst-case scenario. Despite challenging
indicators similar to the U.S., financial markets appeared optimistic through January.

The takeaway? Don’t read too much into the S&P 500’'s January gains; we live in
interesting times. However, it’s safe to expect volatile conditions to continue,
especially as recessionary concerns loom — but there are also plenty of reasons to be
optimistic for the year.

Through all of these events, We will remain committed to the pursuit of your financial
goals and your well-being. Thank you for your continued trust in our guidance. If you
have any questions regarding this recap — or any other topic — please reach out at
your earliest convenience.

Sincerely,
CHRISTOPHER BEAVERS, CRPC®, CPFA
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Investing involves risk, and investors may incur a profit or a loss. All expressions of opinion reflect the judgment of the authors
and are subject to change. There is no assurance the trends mentioned will continue or that the forecasts discussed will be realized.
Past performance may not be indicative of future results. Economic and market conditions are subject to change. The Dow Jones
Industrial Average is an unmanaged index of 30 widely held stocks. The NASDAQ Composite Index is an unmanaged index of all
common stocks listed on the NASDAQ National Stock Market. The S&P 500 is an unmanaged index of 500 widely held stocks. The
MSCI EAFE (Europe, Australasia and Far East) index is an unmanaged index that is generally considered representative of the
international stock market. The Russell 2000 is an unmanaged index of small-cap securities. The Bloomberg Barclays US Aggregate
Bond Index is a broad-based flagship benchmark that measures the investment grade, U.S. dollar-denominated, fixed-rate taxable
bond market. An investment cannot be made in these indexes. The performance mentioned does not include fees and charges, which
would reduce an investor’s returns. Investing in the energy sector involves special risks, including the potential adverse effects of
state and federal regulation, and may not be suitable for all investors. Investing in commodities is generally considered speculative
because of the significant potential for investment loss. Their markets are likely to be volatile and there may be sharp price
fluctuations even during periods when prices overall are rising. International investing involves special risks, including currency
fluctuations, differing financial accounting standards, and possible political and economic volatility.
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