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Weekly Update — October 10, 2022

Market Returns Ending 10/7/2022 Key Events: The Fed is serious about inflation
Category 1Week 1month YTD | The market seems to be grasping for any hope that
= the Fed will pivot towards a more accommodating

Large Cap 1.6% -8.4% -22.7%
Mid Cap Growth  2.8% -6.6% -29.5%
Mid Cap Value  2.3% -8.6% -18.5%

path. After the stock market roared back from a

dismal third quarter on Monday and Tuesday, a
small Cap  2.3%  -6.9% -23.4% couple of calm days followed. However, the

International market’s hopes ran head-on into some good

" Developed 3.4% -32% -242% | €conomic news on Friday. Yes, you read that right
Emerging 4.0% -46% -241% | — good news is bad news right now, because it

Bonds means the Fed will stick to its plans to raise interest

Aggregate 0.2% -3.6% -14.4% | rates.

Treasuries 0.0% -3.0% -13.1%

HighYield 1.9% -21% -13.1% The offending data was the jobs report, which

showed a labor market that remains strong. One of
the big drawbacks of the inflation fight is that the economy must slow, which means
" unemployment is likely to go up. This strong
US Equity : ) .
employment report gives the Fed license to remain
Style Returns on its tightening trajectory, contrary to market
1 Week hopes.

Value Core Growth Market Review: A volatile week

The stock market launched into the 4 quarter
with a 4.7% gain on Monday and Tuesday. This was
one of the best 1% of all two-day gains since
January of 2000.! A couple of calm days followed,
but we had more fireworks on Friday, as the “good
therefore bad” jobs data cause stocks to sell off
YTD significantly. US large cap stocks gained 1.6% for
o the week, with small and international stocks
performing better. Bonds gained as well, with the
Bloomberg Aggregate bond index up 0.2% and
high-yield bonds up 1.9%.

Qutlook: Expect volatility to continue
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We've been talking about this for a while, but don't
expect volatility to recede just yet. As can be seen
Source: Bloomberg in the graphic below, from Visual Capitalist, rates
have risen faster than at.any other time in recent
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history. Volatility is likely to remain while the Fed remains aggressive. Remember,
though, that fantastic returns often follow difficult periods. The ten best months for
stocks in the last 20 years include April 2020, the first month after the pandemic, and
March and April 2009, the first two months after the Global Financial Crisis ended.

Comparing the Speed of

U.S. Interest Rate Hikes

The Federal Reserve is aggressively raising rates as high inflation
continues. In just six months, the effective federal funds rate has
risen by more than 2 percentage points.

Rates are rising faster than any

other time in recent history. A T 1
How does this compare to other periods of interest rate hikes

over the past 35 years?
Ch an ge in Eﬂectwe i) The effective federal funds rate is a wagr_'lted average of the rate banks use
to lend money to each other overnight. It is determined by the market, but is
Fedel'a| FI.IndS Rate influenced by the Federal Reserve’s target.
\ ”
Percentage Points
40pp. In 1988, strong economic activity '04-'06
and building price pressures led 396 pp.
to rapid hikes.
Source: Federal Reserve Bank of New York
35p.p. \-
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323 pp.
30pp. The first hikes after the global financial
'94-'95 crisis were more gradual due to low
267 pp. inflation and a slow recovery.
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The Fed began preemptively raising 203 pp.
20pp. interest rates to curb inflation risk
amid productivity growth, rising
'99-'00 -— demand, and a tight labor market.
151p.p. Source: Federal Reserve Bank of San Francisco
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Months Since Hiking Cycle Started

Source; Federal Reserve, Chart inspired by Chartr. Month 0 is the month when the first interest rate hike in th
rate up to September 2022. We considered an interest rate hike cycle to be any time period when the Federal R

C change in the effective federal funds
' consecutive meetings.
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Comparing the Speed of U.S. Interest Rate Hikes (1988-2022) (visualcapitalist.com)

1) Source: Bloomberg, OneAscent Investment Solutions
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Navigator Outlook: October 2022

VALUATION

Stocks and bonds have both become more attractive,

« declining profit margins create the risk of further
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

.

.

bearish investor sentiment, a contrarian indicator,

Historically low consumer sentiment combined with

ECONOMY

* The Federal Reserve remains committed to

fighting inflation, bringing about increased
recession risk in the US

« 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

renders overall sentiment as very positive — !
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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