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Key Events: A heat wave, but a cooling economy

Market Returns Ending 7/21/2023

(I AR SR Al IR |n contrast to the heat wave much of America is suffering through,
us the economy is cooling:
Large Cap | 0.7% | 19.2% | 15.4% | » The conference board index of leading economic indicators has
Mid Cap Growth | 0.1% | 18.9% | 15.9% | declined for 15 months/,

Mid Cap Value | 1.4% | 9.0% | 9.0% |> Q2 earnings season cooled this week, reflecting the 6" straight
Small Cap| 1.5% | 12.2% | 8.4% | quarter of profit margin declines. Earnings are still expected to
grow, however, for the full year and in 2024,

International
Developed| -0.3% | 14.9% | 20.1% | > Inflation expectations continue to cool."

Emerging | -1.0% | 8.5% | 6.1% | Market review: growth stocks take a pause

Bonds Value stocks shined this week as large cap growth was the only
Aggregate| 0.0% | 2.24% | -1.8% | style to lose money. The S&P 500 gained 0.7% for the week while
High Yield| 0.0% | 6.4% | 6.1% | small cap value stocks earned 2.1%.

US Equity Style Returns International and emerging market stocks lost money.

Weekly Bonds stood still, anticipating the Fed meeting next week.
Value Core Growth

Outlook: Expecting the Fed too cool off as well

Large
Mid The Federal Reserve meets next week, and the market expects
them to announce the final interest rate hike of the cycle. The
Small market expects, in a shift from earlier in the year, that the Fed will
not cut rates this year.
YTD
Value Core Growth This reflects the strengthening of data the market has been
Large processing. High yield bond spreads remain low, indicating the
_ bond market does not expect a recession. This contrasts with
Mid . . . . .
economists’ expectations for a recession, illustrated in the chart
Small below.

Source.: Bloomberg

Listen to our Q3 market update webinar, recorded on July 18, to
hear our perspective on the economy and markets.

OneAscent Market Update: Q3 2023

Recession expectations"
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https://investments.oneascent.com/blog/oneascent-market-update-q3-2023

Most Economists Expect a US Recession Within 12 Months
About a quarter see a continued expansion with a soft landing

18%

Hard landing, not a recession

58%

Recession

24%
Soft landing

Source: Bloomberg News survey of economists July 13-18
Economists were asked if US would have a recession in the next 12 months

OneAscent Navigator Outlook: July 2023
VALUATION

Market advances have taken the S&P 500 to a
modestly overvalued position.

Mega-caps still dominate; Apple is now worth
more than the Russell 2000 small cap index.
For the first time 20 years, both cash and the
broad bond market yield more than S&P 500
earnings yield (inverse of P/E ratio).

SENTIMENT

After spending more than a year in negative
territory, Investor sentiment has turned positive. @
Consumer sentiment has recovered strongly

from the historically low levels seen in 2022
A shift in both measures from significant
pessimism to current optimism has, in the past,
allowed for strong equity returns.

ECONOMY

+ The US Manufacturing PMI, a widely followed
benchmark, is in recessionary territory.

+ However, recent economic data has been
coming in better than these low expectations.

+ Stock earnings estimates have begunto
indicate a return to earnings growth.

TECHNICAL

* The stock market broadened out in June; the
Advance/decline line broke above 2021 levels.

* Most broad stock markets remain in solid up-
trends and are above their moving averages.

« The S&P technology sector, the biggest driver of
returns in 2023, has fully recovered its 2022
losses. A continued move above current levels
would be a positive sign for markets.

—— ——
NEGATIVE SLIGHTLY NEUTRAL SLIGHTLY POSITIVE
NEGATIVE POSITIVE

This material is intended to be educational in nature”, and not as a recommendation of any particular strategy,
approach, product or concept for any particular advisor or client. These materials are not intended as any form
of substitute for individualized investment advice. The discussion is general in nature, and therefore not
intended to recommend or endorse any asset class, security, or technical aspect of any security for the purpose
of allowing a reader to use the approach on their own. Before participating in any investment program or
making any investment, clients as well as all other readers are encouraged to consult with their own
professional advisers, including investment advisers and tax advisors. OneAscent can assist in determining a
suitable investment approach for a given individual, which may or may not closely resemble the strategies
outlined herein.
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i Source: The Conference Board Leading Economic Index® US Leading Indicators (conference-board.org)

it Source: Factset earnings insight

it Source: NY Fed inflation expectations survey — 1-year. Survey of Consumer Expectations - FEDERAL RESERVE BANK of NEW
YORK (newyorkfed.org)

v Source: Bloomberg
v Market Returns reference the following indices: Large Cap — S&P 500, Mid Cap Growth — Russell Midcap growth, Mid Cap Value — Russell Midcap Value, Small Cap —
Russell 2000, Developed — MSCI EAFE, Emerging — MSCI Emerging Markets, Aggregate — Bloomberg US Aggregate, High Yield — Bloomberg High Yield
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https://www.conference-board.org/topics/us-leading-indicators
https://www.newyorkfed.org/microeconomics/sce#/inflexp-2
https://www.newyorkfed.org/microeconomics/sce#/inflexp-2
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