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Weekly Update — September 26, 2022

Key Events: Russia actions exacerbate concerns

Market Returns Ending 9/23/2022 . .
& about inflation and the US economy

Category 1Week QTD YTD
us Two key events drove the markets this week. First,
Large Cap -4.6%  -2.1% -216% | in a surprise escalation, Vladimir Putin ordered the
Mid Cap Growth  -6.5%  0.0%  -31.0% | nartigl mobilization of the Russian population,
Mid Cap Value —-5.9%  -2.5%  -183% | onaated threats of nuclear war, and staged

Small Cap -6.6% -1.4%  -24.5% . . .
. annexation referendumes in occupied areas.
International

Developed -3.0% -5.5% -23.7% | |ater Wednesday afternoon the Federal Reserve

Emerging -2.2%  -6.8% -23.1% | met and raised rates .75%, as expected. In the

AggrBec;La‘tt 3% s -13.5% _outlook a_nd press cc_;nfe_rence_, the Fec_j confirmed

Treasuries -11%  3.6% 124% | 'S commitment to fight inflation despite the

HighVield -0.8% 1.7% -12.7% exp'ected rise in unemplo_yment,_t_his despite the
US Equity Fed’s dual mandate of price stability and full

employment.

Style Returns
1 Week
Value Core Growth

Market Review: Markets retest summer lows

The stock market sold off significantly throughout
the week. After selling off 4.7% last week, the S&P
500 finished the week down another 4.6%. As
happened last week, international stocks lost less
than US stocks, although they are still down more
for the year. The S&P 500 currently sits at its 2022
low while international stocks, measured by the
MSCI EAFE, are down a further 4.8% below the
June lows in US Stocks.

Large

Mid

Small

Value Core Growth The more significant move was the sharp rise in
interest rates, reflective of a reaffirmation of the
Fed's commitment to fight inflation. The two-year
treasury yield closed the week at 4.19% on Friday,
up from 3.49% at the end of August. Ten-year
treasury yields also moved higher, ending the week
at 3.68%, .51% below the two-year yield, an
“inversion” in the yield curve. The increase in bond
yields is in the top 10% of increases in the last 20
years over the 1 week, 1-month and 3-month time periods?.

Large

Mid

Small

Source: Bloomberg
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Outlook: Expect continued volatility while the markets seek to find a bottom

The inversion of the yield curve reflects the significant fear that the economy will go
into recession and the Fed will need to lower rates in the future. Our base-case view
is that stocks expect a mild recession, but further economic weakness could lead to
further stock market losses. We will be watching the market action closely next week
to confirm our thesis that a medium-term bottoming process is playing out.
Valuations in both the bond and stock markets are compelling. As seen in the below
chart, when investors are very bearish, such as in 2008, returns in the coming year
tend to be very strong. While we don't know where the bottom is, history — while not
repeating — tends to rhyme, giving us some confidence in the outlook.

American Association of Individual Investors
Percent of Investors Who Are Bearish
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Source: American Association of Individual Investors, Bloomberg

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

*  The Federal Reserve remains committed to
fighting inflation
\ *  The energy crisis and war in Ukraine create
higher recession risks outside the US
* Inthe US, employment remains strong
*  Corporate earnings may suffer further downside

) revisions

VALUATION I ECONOMY

Stocks and bonds have both become more attractive

* Stocks remain cheaper than bonds

« US large growth stocks are still more expensive
small and international stocks

¢ Investment grade and high yield bonds have |
become more attractive as rates have increased

TECHNICAL

+ Short term technical indicators are oversold again

* Longer-term measures of market breadth and are
trending in a positive direction

+ Indicators are telling us the markets may be
developing a new positive trend, although near-
term volatility is likely

* Long-term indicators are favorable for stocks

SENTIMENT

Investor sentiment remains relatively bearish
* The University of Michigan and Conference Board
surveys of Consumer Sentiment and Expectations
remain low
* Historically low consumer sentiment offset by
bearish investor sentiment, a contrarian indicator,
renders overall sentiment as slightly positive

- o

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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