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Weekly Update — October 31, 2022

Market Returns Ending 10/28/2022 Key Events: Earnings and hints of a Central Bank

Category 1Week MTD YTD [hAAA

us 30% of the S&P 500 companies reported earnings

large Cap | 4.0% | 8.9% |-17.1% | last week. Here are some highlights:
Mid Cap Growth | 5.4% 8.2% | -25.8%
Mid Cap Value | 5.7% 9.8% | -12.5%
Smal Cap| 6.0% | 11.0% | -16.9%

Apple, Microsoft, Meta, and Alphabet all reported
earnings.

Only Apple reported strong earnings, and its stock
Devebped 9% | 6.1% | 2239 | soared 5% for the week. The other companies’
Emerang | 0.6% | L.6% | -28.3% stocks saw losses of between 13.7% (Amazon) and
_ 23.5% (Meta Platforms) for the week, after their

- - poor results led to concerns about the economy.!
Aggregate] 19% | 0.6% | 15:2% | \yith half of the S&P 500 reporting, indications are

7 0, - 0, - 0, . .
Treasuries) 1.6% | -0.7% | 13.7% | that — excluding earnings of the energy sector -
I i 0, 0, - 0, " " N "
High Yied| 1.9% | 2.5% | -126% | profits will decline two quarters in a row.2

US Equity Style Returns The Bank of Canada raised rates less than

Value wg_;kelv Growth expected on Friday, giving the first signs of a
potential Central Bank ‘global pivot’ towards

slowing rate increases or even rate cuts, as

economies tilt towards recession.

Meanwhile, despite many signs of a slowdown,
YTD the first estimate of US 3Q GDP came in at 2.6%,
above expectations.

Large

Mid Market Review: Ending on a positive note

The market decided that this mix of economic
Source: Boomberg and earnings data may allow a “data-driven”
Federal Reserve to slow its pace of rate hikes,
pivoting to friendlier policies sooner. This caused the ten-year Treasury Yield, which
traded as high as 4.28% on Monday, to finish the week at 4.01%, a net drop of more
than a quarter of a percent.

Small

Stocks also liked the news: the S&P 500 rose 4% for the week. Smaller stocks led,
with small caps up 6%, as the market began to perceive the Fed may be more

! Source: Bloomberg
2 Source: Factset Earnings Insight
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sensitive to signs of a recession, which would likely hurt smaller stocks more than
larger, more stable companies.

Outlook: Earnings season and more volatility

As the earnings season progresses, comments about the strength of the consumer
and margin pressures may drive continued volatility. We will be watching for
pressures from increased commodity prices and interest rates, and for signs of a
consumer slowdown.

Additionally, the market is likely to look towards the mid-term elections for signs of
direction. As can be seen in the chart below from Real Clear Politics, the odds have
increased that Republicans would exert greater control over Congress. While we
caution that elections do not usually have as significant an impact on returns as many
investors fear, a divided government may lead to greater policy stability, a generally
positive outcome for the markets.
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Navigator Outlook: October 2022

VALUATION ECONOMY

* Stocks and bonds have both become more attractive, . T_he Ifedt.aral R.eserve. remalns con.1m|tted ®

+ declining profit margins create the risk of further C fighting inflation, bringing about increased
recession risk in the US

declines even if valuations remain steady

+ Stocks remain cheaper than bonds, although the
increase in yields have bonds more attractive

+ US large growth stocks are more expensive than
value, small and international stocks

SENTIMENT

Investor sentiment remains extremely bearish, a
positive signal as selling pressures may ease

* The University of Michigan and Conference Board
surveys of Consumer Sentiment and Expectations
have recovered somewhat but remain low

« Historically low consumer sentiment combined with
bearish investor sentiment, a contrarian indicator,
renders overall sentiment as very positive

* Recession risks outside the US remain high

* In the US, employment remains strong

* Corporate earnings are being revised down as
interest costs and inflation hit profit margins

TECHNICAL

+ Short term technical indicators are oversold again
with some indicators suggesting the markets may
be developing a new positive trend, although
near-term volatility is likely

* While market breadth is not particularly
supportive, some long-term indicators are
favorable for stocks, finding support in recent days
at significantlong term trend lines

& >

< >
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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