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BIG THOUGHT
o , , DASHBOARD
Financial markets and the economy can behave in odd ways at times. For

example, right now good news from the economy is being viewed in a negative
way by investors because it makes it more likely the Fed will increase rates

higher and/or for longer. It turns out the job market (see next page) is actually - TREND

too strong. As a result, it is a big contributor to the high inflation that the Fed is

intent on bringing down. So, they will risk people losing jobs and the economy VALUATION
slowing, perhaps notably, to keep inflation under control. It is this push and

pull and all the other lasting repercussions from the pandemic that is creating - SENTIMENT
this volatile period in the markets. We continue to believe this volatility could

last for an extended period, but investors should be reminded that great ECONOMY
opportunities can come from these periods. \Whether it is from more

attractive valuations, or new leadership areas in the stock market, it is best to CREDIT

stick to an investing discipline and not to allow shorter-term fluctuations to
alter longer-term plans.

BULLISH

e Investor sentiment still negative, a contrarian positive

o Consumer better positioned than entering most slowing
periods

« Job market stronger than typical start of slowing period

* Decline in many commodity prices should help lower
inflation

* Rise in rates offer appeal for short-term cash

» Stocks oversold on some metrics

BEARISH

¢ Russia/Ukraine war continues and causing significant economic
difficulty for Europe

¢ Fed and other central bank's moving aggressively to remove
stimulus

¢ Inflation remains too high

e Stock price trends are weak

e Strong U.S. Dollar hitting many large corporation’s earnings

¢ Housing market slowing
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After months of referring to inflation as transitory, the Fed has reversed course and is acting much differently. In fact, the above chart
shows the unprecedented speed with which they are increasing rates, with more expected. This has increased the likelihood of a
recession, caused declining prices in most assets and significantly increased mortgage rates. The silver lining is attractive rates for
short-term cash can finally be found, but still not enough to keep up with inflation. Will the Fed go too far? Have investors and the weak
stock market already factored that in? The weeks and months ahead may provide the answers to those difficult questions.
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