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PERSISTENT INFLATION SQUASHES SUMMER RALLY

The brief summer rally abruptly ended
in August when inflation showed little
sign of abating despite falling energy
prices. With core inflation accelerating in
August, the Federal Reserve abandoned
the "soft landing” and committed to
bringing inflation down even if it means
the economy suffers.

With this shift, markets quickly turned
negative, and equity indices fell to new
lows while bond yields climbed in
anticipation of further rate increases.
Equity markets are well into bear market
territory with the Nasdagq, the biggest
loser, down -32.4% through third quarter.
Foreign markets didn't fare much better,
with the MSCI Emerging Markets Index
and the MSCI EAFE both down
approximately -27%. In general,
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diversification offered less shelter than
normal for investors, with stocks and
bonds both firmly in the red.

While bonds have generally lost less
than stocks, so far 2022 is the worst year
ever for bonds. The Fed Funds Rate has
risen by about 3.0% so far in 2022 and is
expected to end the year around 4.4%.In
addition to rate increases, the Federal
Reserve has also been reversing its
quantitative easing program that has
been in place since 2008, putting further
pressure on bonds. The silver lining may
be that for the first time in a decade, fixed
income is beginning to offer some decent
yields and returns for investors. The yield
on the 10-year Treasury has risen from
1.5% at the beginning of the year, to 3.8%
at the close of the third quarter. The yield
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* The second worst day of 2020 — March 12 — was
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on the 2-year Treasury climbed to 4.2%
as of the end of the quarter, rising above
the 10-year which can also be a
recessionary warning sign.

The actions of the Fed and other central
banks seem to be slowing economic
activity. The mixed signals we have been
watching throughout the year are
trending more negative, but it is
impossible to know how much of the
slowdown has been priced into markets
already or how much downside remains.
We expect volatility to be elevated for
the near term as markets sort out the
data, and as long-term investors we
don't attempt to time the market, but

we are continuing to monitor for risks
and opportunities. Markets are forward
looking and tend to recover before the
economic data signals a recovery so it is
crucial to stay invested as uncomfortable
as that can feel at times.

"The investor's chief problem - and even his
worst enemy - is likely to be himself."

-Benjamin Graham




OUR VIEW

FIXED INCOME:

Historically bonds have not been as correlated to stocks as they have been in 2022, and as a result diversified portfolios have
experienced more downside than we would normally expect. As disappointing as bond performance has been, yields are
more attractive now than they have been for a decade, and fixed income looks poised to offer better returns going forward,
particularly if the interest rate environment stabilizes. At this juncture, we are in favor of higher credit quality bonds given
improved yield and the prospects of a slowing economy. Overall fixed income alternatives have been less negatively
impacted by rising interest rates and offered better downside protection than most fixed income year-to-date. We continue
to recommend fixed income alternatives as a complement to bonds to help mitigate further interest rate risk.

US EQUITY:

US stocks appear relatively cheap on a price-to-earnings basis. There have not been major negative revisions to earnings yet,
but with the economy slowing it is likely we will see some downward pressure. How much earnings will decline, and how
much of a that has already been priced in is unknown. We are optimistic about the long-term opportunities in US equities

and feel overall the US is positioned to weather a downturn better than most of the world. Companies are generally healthy,
and consumers are in a good place with a tight labor market and rising wages, which should support a milder economic
contraction providing the Fed is able to contain inflation. We are biased to large, quality US companies and in favor of a
balance in growth and value. While there may be more downside before the market turns around, taking a long-term view,
there are a lot of quality US stocks that seem oversold.

INTERNATIONAL EQUITY:

The global economy is slowing in the wake of broad scale inflationary pressures and central bank interest rate hikes. In
addition to inflation, Europe is facing an energy crisis as it tries to find sources other than Russia for energy, and a recession
seems likely. China is still suffering from a self-imposed economic slowdown, and the rest of the world is feeling the effects
via supply chains. While foreign equities remain at significantly discounted valuations relative to US equities, the near-term
risks feel greater, and we feel less optimistic about their prospects for now. As a result, we are continuing to recommend a
reduced allocation to foreign stocks, along with a focus on quality and active management for the remaining exposure.

'Be fearful when others are greedy. “The four most dangerous words in
Be greedy when others are fearful.” investing are: 'this time it's different.
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-Warren Buffett -Sir John Templeton

DISCLOSURES:

This material is being provided for information purposes only and is not a complete description, nor is it a recommendation. Any opinions are those of Ascential Wealth Advisors and not
necessarily those of Raymond James. The information has been obtained from sources considered to be reliable, but Raymond James does not guarantee that the foregoing material is
accurate or complete. Investing involves risk and investors may incur a profit or loss regardless of strategy selected. Prior to making an investment decision, please consult with your financial
advisor about your individual situation. Past performance is not a guarantee of future results. Investments mentioned may not be suitable for all investors. Diversification does not ensure a
profit or guarantee against a loss. Individuals cannot invest directly in any index, and index performance does not include transaction costs or other fees, which will affect actual investment
performance. There is not guarantee that these statements, opinions or forecasts provided herein will prove to be correct. The S&P 500 is an unmanaged index of 500 widely held stocks that is
generally considered representative of the U.S. stock market. 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. MSCI EAFE (Europe, Australasia, and Far East) is a free float-adjusted market capitalization index that is designed to measure
developed market equity performance, excluding the United States & Canada. The EAFE consists of the country indices of 22 developed nations. The Barclays Capital Aggregate Bond
Composite Index (BC Ttl Bond) measures investment grade, fixed-rate, taxable bond markets of roughly 6,000 SEC registered securities with intermediate maturities averaging approx. 10 years.
The MSCI Emerging Markets is designed to measure equity market performance in 25 emerging market indices. The index's three largest industries are materials, energy, and banks. This
information is not intended as a solicitation or an offer to buy or sell any security referred to herein. International investing involves special risks, including currency fluctuations, differing
financial accounting standards, and possible political and economic volatility. There are special risks associated with investing with bonds such as interest rate risk, market risk, call risk,
prepayment risk, credit risk, reinvestment risk, and unique tax consequences. To learn more about these risks, please contact our office. 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. Dividends are subject to change and are not guaranteed. Dividends must by
authorized by a company's board of directors. The NASDAQ composite is an unmanaged index of securities traded on the NASDAQ system. Bond prices and yields are subject to change based
upon market conditions and availability. If bonds are sold prior to maturity, you may receive more or less than your initial investment. Holding bonds to term allows redemption at par value.
There is an inverse relationship between interest rate movements and bond prices. Generally, when interest rates rise, bond prices fall and when interest rates fall, bond prices generally rise.

Ascential Wealth Advisors is not a registered broker/dealer and is independent of Ray d James Fi ial Services. Securities offered through Raymond James Financial Services, Inc.
Member FINRA/SIPC. Investment advisory services offered through Ray d James Fii ial Services Advisors, Inc.
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