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Weak Returns

A spike in interest rates during the month of August led to weak returns across most markets. In addition,
recall that we warned last month that August and September tend to be the two weakest months of the year.
The S&P 500 declined -1.59%, the NASDAQ Composite lost -2.05%, the Russell 2000 dipped -5.00% and the
MSCI ACWI index fell -4.50% during the month.

The bond market slipped modestly as the market grappled with a gaggle of events that could imply higher
interest rates ahead. The 10-year US Treasury rate rose from 3.96% last month to 4.09% at the end of August.
Accordingly, the Bloomberg US Aggregate index shed -0.64% during the period. (CHART 1)

Chart 1 - Weak Returns

@ S&P 500 Total Return Level % Change

Nasdaq Composite Total Return Level % Change
® Russell 2000 Total Return Level % Change

MSCI ACWI Ex USA Total Return Level % Change
® Bloomberg US Aggregate Level % Change

-9.00%
Jul 31 Aug 7 Aug 14 Aug 21 Aug 28
Source: yCharts and Portfolio Partners
I FQRXII.SIOOPBRTN ERS Sep 012023, 11:08AM EDT. Powered by YCHARTS
N\ .
. . jen@gbafinancial.com Rochester Station
: A FI nan Cl al 217.498.8575 | 855.778.8883 201 South Walnut Suite 300

financial planning for retirement FaX 2" 7.498.9299 ROCheSte r, | L 62563



Financial

financial planning for retirement Se pte m be r 2023

By,
NAJ ™\

Cues from Yields

A plethora of events combined to push U.S. Treasury yields higher (and stocks lower) during August. First,
the Bank of Japan (BoJ) announced in late July that it would be more flexible with yield curve control (YCC),
which implies higher rates for Japanese bonds. Second, the U.S. Treasury has boosted bond sales to over
$100 billion from previous level of around $96 billion. Third, strong economic data has rekindled fears of “re-
flation” (from disinflation). Lastly, the Federal Reserve Board (Fed) continues to shrink its balance sheet,
which means less demand for Treasuries.

Despite the rise in treasury yields, the CME FedWatch Tool continues to imply market expectations for the
effective federal funds rate will likely remain at the current target of 5.25% to 5.50% through the end of 2023
and into 2024. This is important information as it continues to represent a divergence between the bond
market and guidance from the Federal Reserve Board (Fed) for a target rate of 5.50% to 5.75%. We believe this
relationship is noteworthy and implies the market is now looking forward to an incrementally more friendly
Fed environment in the months (and years) ahead, which is typically positive for stocks and bonds. (CHART 2)
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Data JOLTS Our Minds

We have kept our clients focused on employment over the past few newsletters to provide a simple data
point that may correlate to the general condition of the economy. In this context, we have introduced the
unemployment rate and initial claims data as different ways to monitor general employment. This month
we will introduce the JOLTS report, which is the Job Openings and Labor Turnover Survey. According to the
U.S. Bureau of Labor Statistics, “these data serve as demand-side indicators of labor shortages at the national
level.

If labor is in short supply (more jobs than people to fill them), wages often rise and vice versa. The Fed uses
the JOLTS data to help assess the likelihood of continued wage inflation as they formulate interest rate
policy. The July 2023 JOLTS report stated that the number of new job openings decreased to 8.83 million,
which is below the 9.37 million average since the COVID-related lows in March 2020 but above the long-term
average of 5.24 million since December 2000. (CHART 3)

We interpret this to mean that the job market is still healthy, but the Fed policy is having its intended effect
of slowing down new job creation to help subvert inflationary pressures. This is often referred to as a “soft
landing” and implies that the Fed can slow the economy just enough to stop inflation, but not so much that
the economy breaks. We will continue to monitor and update as new clues are revealed.
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The KBW Bank Index is designed to track the performance of the leading banks and thrifts that are publicly-traded in the U.S. The Index
includes 24 banking stocks representing the large U.S. national money centers, regional banks and thrift institutions.

The index, a member of the Dow Jones Total Stock Market Indices family, is designed to measure the performance of large-cap U.S. equity
securities that are classified as “growth” based on a multi-factor analysis.

The index, a member of the Dow Jones Total Stock Market Indices family, is designed to measure the performance of small-cap U.S. equity
securities.

The index, a member of the Dow Jones Total Stock Market Indices family, is designed to measure the performance of large-cap U.S. equity
securities that are classified as “value” based on a multi-factor analysis.

The index, a member of the Dow Jones Total Stock Market Indices family, is designed to measure the performance of small-cap U.S. equity
securities.

The S&P 500® Information Technology comprises those companies included in the S&P 500 that are classified as members of the GICS®
information technology sector.

The S&P 500® Health Care comprises those companies included in the S&P 500 that are classified as members of the GICS® health care
sector.

The S&P 500® Consumer Discretionary comprises those companies included in the S&P 500 that are classified as members of the GICS®
consumer discretionary sector.

The S&P 500® Utilities comprises those companies included in the S&P 500 that are classified as members of the GICS® utilities sector.

The S&P 500® Communication Services comprises those companies included in the S&P 500 that are classified as members of the GICS®
communication services sector.

The S&P 500® Real Estate comprises stocks included in the S&P 500 that are classified as members of the GICS® real estate sector.

The S&P 500® is widely regarded as the best single gauge of large-cap U.S. equities. The index includes 500 leading companies and captures
approximately 80% coverage of available market capitalization.

The S&P 500® Consumer Staples comprises those companies included in the S&P 500 that are classified as members of the GICS® consumer
staples sector.

The S&P 500® Materials comprises those companies included in the S&P 500 that are classified as members of the GICS® materials sector.
The S&P 500® Industrials comprises those companies included in the S&P 500 that are classified as members of the GICS® industrials sector.
The S&P 500® Financials comprises those companies included in the S&P 500 that are classified as members of the GICS® financials sector.
The S&P 500® Energy comprises those companies included in the S&P 500 that are classified as members of the GICS® energy sector.

This is not an offer to buy or sell any financial instruments and should not be relied upon as the sole factor in an investment-making decision.

Opinions expressed are not intended as specific investment advice or to predict future performance. This information is not intended as
investment or tax advice.

Registered Representative offering securities and advisory services through Cetera Advisor Networks LLC, Member FINRA/SIPC, a Bro-
ker-Dealer and a Registered Investment Advisor. Cetera is under separate ownership from any other entity.

Opinions expressed are not intended as specific investment advice or to predict future performance. Additional risks are associated with
international investing, such as currency fluctuations, political and economic stability, and differences in accounting standards, all of which are
magnified in emerging markets. Past performance is not indicative of future results. The stocks of small companies are more volatile than the
stocks of larger, more established companies.

The views stated in this newsletter are not necessarily the opinion of Cetera Advisor Networks LLC and should not be construed directly or
indirectly as an offer to buy or sell any securities mentioned herein. Due to volatility within the markets mentioned, opinions are subject to
change with notice. Information is based on sources believed to be reliable; however, their accuracy or completeness cannot be guaranteed.

Past performance does not guarantee future results.

This newsletter is created by Portfolio Partners. Portfolio Partners provides investment research, portfolio and model management, and
investment advisor services to investment advisor representatives. Investors cannot invest directly in indexes. The performance of any index
is not indicative of the performance of any investment and does not take into account the effects of inflation and the fees and expenses asso-
ciated with investing. The S&P 500 is a capitalization-weighted index of 500 stocks designed to measure performance of the broad domestic
economy through changes in the aggregate market value of 500 stocks representing all major industries.

The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on the New York Stock Exchange (NYSE)
and the Nasdaq. The Nasdaq is a global electronic marketplace for buying and selling securities, as well as the benchmark index for U.S.
technology stocks and is also used to refer to the Nasdag Composite, an index of more than 3,000 stocks listed on the Nasdag exchange.

The NASDAQ Composite Index includes all domestic and international based common type stocks listed on The NASDAQ Stock Market. The
NASDAQ Composite Index is a broad based index. The MSCI EAFE index is designed to measure the equity market performance of developed
markets (Europe, Australasia, Far East) excluding the U.S. and Canada. The Index is market-capitalization weighted. The Bloomberg Barclays
US Aggregate Bond Index, which was originally called the Lehman Aggregate

Bond Inde, is a broad based flagship benchmark that measures the investment grade, US dollar-denominated, fixed-rate taxable bond mar-
ket. The index includes Treasuries, government-related and corporate debt securities, MBS (agency fixed-rate and hybrid ARM passthroughs),
ABS and CMBS (agency and non-agency) debt securities that are rated at least Baa3 by Moody's and BBB- by S&P. Taxable municipals, includ-
ing Build America bonds and a small amount of foreign bonds traded in U.S. markets are also included. Eligible bonds must have at least one
year until final maturity, but in practice the index holdings has a fluctuating average life of around 8.25 years. This total return index, created in
1986 with history backfilled to January 1,1976, is unhedged and rebalances monthly.

The Russell 2000 Index measures the performance of the small-cap segment of the U.S. equity universe and is a subset of the Russell 3000
Index representing approximately 10% of the total market capitalization of that index. It includes approximately 2000 of the smallest securities
based on a combination of their market cap and current index membership.

The MSCI All-Country World Index is a free float-adjusted market capitalization weighted index that is designed to measure the equity market
performance of developed and emerging markets. The MSCI ACWI consists of 46 country indexes comprising 23 developed and 23 emerging
market country indexes. The developed country indexes include: Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany,
Hong Kong, Ireland, Israel, Italy, Japan, Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, the United King-
dom and the United States. The emerging market country indexes included are: Brazil, Chile, China, Colombia, Czech Republic, Egypt, Greece,
Hungary, India, Indonesia, Korea, Malaysia, Mexico, Peru, Philippines, Poland, Qatar, Russia, South Africa, Taiwan, Thailand, Turkey and United
Arab Emirates.
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