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Let’s take a quick look at the markets, the
recent move in the treasury curve, and
the economic outlook.
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We cautioned last month that the S&P500
had reached levels where we thought a
pause or pullback was likely. So far in
August, that script is playing out as the
broad market is down over 4% month-to-
date. Still, year-to-date S&P500 returns
are in the mid-teens.

We've withessed an August pause in
many asset classes, and while we are not
surprised that the S&P500 and the
NASDAQ have pulled back, we are a little
surprised that the year-to-date relative
laggards have pulled back more. Small
cap, value, dividend stocks, international,
emerging markets — all are having a
tougher month than the S&P500.

Reasons for the pullback in equities?

e Leading indicator weakness
suggests a mild recession hasn’t
been averted but rather deferred.

e Some of the tech-titans have rolled
over after their strong run.

e Increased dispersion of earnings-
per-share during the past earning
season.

e Chinese economic weakness.
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e And some good old-fashioned profit
taking.

We are entering into a seasonally weak
period, but we must note the rise in the
10-year treasury vyield, perhaps the
month’s more notable move.

A sell-off across the U.S. Treasury
complex wiped out what was left of year-
to-date gains, which, at one point,
exceeded 4%. A month ago, the 10-year
treasury yield sat at 3.85%, and as of
filming, it is about 4.2%.

There are a confluence of factors driving
the yield on the 10-year higher, leaving
investors uneasy. Fed expectations
remain hawkish, economic growth is
surprising to the upside, and long-term
inflation expectations are rising.

The past week, we saw notable strategists
pile on as they stated the 10-year should
be between 4.5% - 5%. Bond vigilantes
are back. The U.S. economy continues to
prove resilient, led by the consumer. The
pace of U.S. retail sales increased in July
above consensus expectations and will
revise higher in May and June. The latest
figures illustrate how a strong labor
market paired with rising wages is giving
many Americans the ability to spend on a
variety of goods and services.

Consumers remain a key support to the
U.S. economy, so far buttressing against
recession in the face of higher interest
rates.

Looking ahead, the consumer picture is
less clear. On the one hand, rising
delinquencies, high debt service costs, the
erosion of pandemic era savings, and the
resumption of student loan payments are
looming threats for the main engine of
the economy. Conversely, many
Americans are finally seeing their wages
rise faster than inflation, strengthening
household purchasing power.

In short, the consumer’s resiliency may
be tested over the coming months.



The Fed outlook is uncertain as well. Well
noted is the divergence of opinions within
the Fed regarding monetary policy next
steps. Some strategists see another rate
hike before year-end, but we're not yet in
that camp. We think the Fed’s next move
will be predicated on future economic and
inflation data.

Whether they hike one more time or not,
we do think rates stay higher well into
next year and that a rate cut is far off.

A mild recession is still in our forecast,
and we expect market volatility over the
coming months. Cautious portfolio
positioning remains the call.

Check out these articles found in the news
this week for tips and methods to sharpen
your financial knowledge, and let's craft a

financial strategy that defies age, market

conditions and convention.
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Margaret & Henry
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The Exact Age When You Make The Big Number: 30 Million

Your Best Financial Decisions Aug. 28, 2023
Aug. 28, 2023
Student loan relief isn’t dead. In
va] Research has pinpointed the the coming days, more than 30
sl prime years for making smart million borrowers will be...

financial decisions.
Read more —

Read more —
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3 Financial Psychology
Questions You Should Be
Asking As You Refine Your
Budget

Aug. 25, 2023

Be honest, the humber of times

F you've started a budget and
didn’t follow through makes
you...

Read more —

Baby Boomers Are
Overestimating Future Social
Security Income

Aug. 24, 2023

Social Security benefits may not
provide as much income as many
older Americans expect — and...

Read more —

The Instinct to Share Our Good
Fortune
Aug. 24, 2023

A new study shows that

WSJ recipients of a cash windfall
usually give much of it away,
even if they...

Read more —

How Do You Figure Out What
You Need To Retire?
Aug. 26, 2023

Don't rely on what other people
tell you. You're the person closest
to your actual data. Do the...

Read more —
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