Tuesday, September 6, 2022
Good morning:

Equity markets continued their retreat in the wake of last month’s hawkish
comments from Fed Chairman Powell. From bonds to stocks to commodities,
nearly every market is taking its direction from the perceived path of central bank
policy and its impact on the economy. With no Fed pivot to a more dovish stance
in sight, equities posted their third losing week in a row registering losses of more

than 2 to 4% in most major stock indexes.

Virtually all domestic equity, as well as fixed income sectors were down in

the month of August.
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July’s rebound proved unsustainable in the face of so much ongoing economic
and geopolitical uncertainty. Beyond the Fed and their aggressive efforts to tamp
down inflation, markets are also concerned about a variety of other issues.
European energy woes, widespread new COVID-19 lockdowns in China, the

Russia/Ukraine war, and fears of a deeper recession at home in the coming



months are all contributing to heightened anxiety amongst many institutional
traders and investors. The uncertainty regarding how and when each of these
issues will be resolved is contributing to elevated market volatility and investor

apprehension.

As we start this holiday-shortened trading week, it is also important to
recognize the many strengths underpinning our current economy. As we saw
again last month, domestic labor markets remain very strong with unemployment
rates back to pre-pandemic levels (3.7%). Consumer spending, particularly on
travel and leisure, has been robust. Energy prices, the biggest contributor to
inflation, have been declining, leading many to believe that the rise in the CPI
may have peaked. And finally, perhaps the severe drop that has already
occurred in equity prices across most sectors suggests that even if the many
issues facing the market take longer to be resolved, much of the erosion to stock
valuations may have already occurred. As this chart illustrates, the S&P 500
currently trades at far lower valuation as measured by P/E ratio

than where it began the year.

S&P 500 Forward 12-Month P/E Ratio: 10 Years (thru May 12)
(Source: FactSet)
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As we enter the fall season of this very challenging year with all the
aforementioned uncertainties, as well as the upcoming midterm elections, it is
important to retain our historical perspective. Bear markets are much shallower

typically than the bull market that often follows.
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Source: FactSet, values calculated measuring Bear: peak to trough/Bull: trough to peak. Past performance does not guarantee future results.

Therefore, we remain cautiously optimistic that the Fed will be successful
in reducing inflation and our economy and equity markets will flourish once again.
Remaining diversified, quality-focused, and long-term goal oriented are all

important disciplines during these difficult times.

Have a great week!

Mark and Jeff
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Opinions expressed in this email are those of the author and are not necessarily those of Raymond James. The
information contained in this report does not purport to be a complete description of the securities, markets, or
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All investments are subject to risk regardless of strategy selected. Individual investor's results will vary. Past
performance does not guarantee future results. Forward looking data is subject to change at any time and there is no
assurance that projections will be realized. Diversification and strategic asset allocation do not ensure a profit or
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The Dow Jones Industrial Average (DJIA), commonly known as “The Dow” is an index representing 30 stocks of
companies maintained and reviewed by the editors of the Wall Street Journal.

S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the broad
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The NASDAQ Composite Index is a broad-based capitalization-weighted index of stocks in all three NASDAQ tiers:
Global Select, Global Market and Capital Market.

The Russell 2000 Index measures the performance of the 2,000 smallest companies in the Russell 3000 Index, which
represent approximately 8% of the total market capitalization of the Russell 3000 Index.

Investing in small cap stocks generally involves greater risks, and therefore, may not be appropriate for every
investor.

The companies engaged in the communications and technology industries are subject to fierce competition and their
products and services may be subject to rapid obsolescence.

International investing involves special risks, including currency fluctuations, differing financial accounting standards,
and possible political and economic volatility.

Investing in emerging markets can be riskier than investing in well-established foreign markets. Investing involves risk
and investors may incur a profit or a loss.

Diversification does not ensure a profit or guarantee against a loss. Sector investments are companies engaged in
business related to a specific sector. They are subject to fierce competition and their products and services may be
subject to rapid obsolescence. There are additional risks associated with investing in an individual sector, including
limited diversification.

Holding stocks for the long-term does not insure a profitable outcome. Investing in stocks always involves risk,
including the possibility of losing one's entire investment.

Market return and statistical data obtained from: https://am.jpmorgan.com/blob-

gim/1383452890099/83456/weekly market recap.pdf?segment=AMERICAS US ADV&locale=en US
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