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MARKETS RECONSIDER RALLY

The rally in equity markets lost steam in
the third quarter, after a strong first half
in 2023. While equity markets remained
in positive territory year-to-date, they
posted quarterly losses as concerns
about higher interest rates again became
the focus. While core inflation continued
to abate, headline inflation increased
due to energy prices rising significantly
as West Texas Intermediate crude oil
prices increased 28.5% for the quarter.
Additionally in the US, a strike by the
United Auto Workers Union threatened
to pressure inflation by further tightening
supply in the automotive market.

With this data in mind, the Federal
Reserve indicated that it is likely to

keep interest rates higher for longer
than markets had previously anticipated.
A premature reduction in rates could
allow inflation to rebound in an economy

OUR VIEW

underpinned by a surprisingly resilient
labor market. This strong labor market

has thus far kept the US economy out

of recession but has also made inflation
difficult to mitigate by keeping consumers
flush with income. The negative sentiment
in equity markets in the past quarter was
enhanced by a variety of risks that could
derail the possibility of a “soft landing,”
including waning consumer savings,
slower than expected growth in China,
and a potential for a government
shutdown in the US.

Bonds struggled alongside stocks, with
the Bloomberg US Aggregate Bond Index
falling into negative territory for the year
as the market digested the new higher
rate outlook. Short term bond yields rose
slightly from already elevated levels, but
the more significant change in yield came
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from longer duration bonds. The yield on
the 10-year US Treasury reached its
highest level since 2007, climbing from
3.8% on June 30th to 4.6% at the end of
September. The 10-year Treasury serves
as a benchmark for longer term lending
and this move is likely to drive mortgage
rates and other borrowing costs higher.

FIXED INCOME:

The Federal Reserve increased rates by another .25% in July and then paused again in September, and indicated one more increase
may occur in 2023. The Fed Funds rate now stands at 5.25%-5.5%, up from 0%- 0.25% at the beginning of 2022. Recent guidance
suggests that rates could remain high for some time in response to mixed inflation data and continued strong employment. Bond
prices fell and yields rose as markets digested this outlook. The yield curve began to flatten in the third quarter, with long term
yields moving up closer to short term yields. While short term rates remain attractive, we are in favor of extending bond maturities
to lock in some of these higher yields as they approach peak. Historically, bonds have consistently delivered strong returns after a
rate hike cycle concludes. Even if rates remain elevated for a while before receding, bonds are now offering attractive yields and
should provide more stability to portfolios to help offset equity volatility.

US EQUITY:

Enthusiasm over artificial intelligence and the potential for a “soft landing” was tempered in the third quarter with stocks giving
back gains from the first half. The broad earnings outlook was little changed, but stock prices fell, lowering valuations and leaving
the S&P 500 trading slightly above its long-term average. The communications and technology sectors remain the best performers
year-to-date, however, the top sector for the third quarter was energy, which rallied double digits as oil prices spiked.
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US EQUITY (CONT.):

The most interest rate sensitive areas were hit hardest, particularly small cap companies which lost the most for the quarter.
We remain in favor of a somewhat defensive approach in equities. We are recommending less exposure to small and mid-size
companies in favor of larger names which should be better able to withstand higher interest rates or an economic slowdown if
it should materialize.

INTERNATIONAL EQUITY:

International equities posted declines in line with US markets for the quarter, while both foreign developed and emerging markets
remained in positive territory year-to-date. However, emerging markets are the laggards for the year so far, up only 1.81%. Fears
weighing on foreign stocks include persistent inflation, higher energy costs, ongoing trade tensions between the US and China,
and slower than anticipated growth in China's economy. After a period of decline in the US dollar a recent rally in the currency
further weighed on foreign markets. Foreign stocks remain much cheaper than US stocks on a price/earnings basis and are
generally trading below their 25-year average valuations. We feel there is room for recovery in foreign stocks, particularly in
developed international markets.

OPPORTUNITY IN PEAKINTEREST RATES

Current rates on short-term fixed income such as money

market funds, high yield savings accounts and CDs are Average Returns Following the Last Hike of a Cycle
incredibly tempting. Offering yields in the 5% range, these 4%

options could be better than holding cash or excess funds 124%

. . 11.8%,

in typical low-rate bank accounts and can put cash 12% i

to work while maintaining liquidity for shorter term needs.

Investors should take advantage of the current yield on 0% e 9.3% A 9.7%
cash alternatives but not lose sight of the opportunity =
that lies ahead in longer term fixed income. B% 1% 7.1%

When interest rates peak, history suggests that longer &% 48% a7%

duration fixed income is likely to outperform short-term o

bonds and cash alternatives. This chart illustrates how

various types of fixed income have performed after the 2% I I

Federal Reserve stops raising interest rates. With the

Federal Reserve seemingly approaching the end of this 0% !
interest rate cycle, we believe opportunity lies ahead in HY +3Y +5Y

longer duration fixed income and investors who stay in
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(PGIM Investments, 2023)

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 be 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. CDs are insured by the FDIC and offer a fixed rate of return, whereas the return and principal value of investment securities
fluctuate with changes in market conditions. An investment in a money market fund is neither insured nor guaranteed by the FDIC or any government agency. Although the fund
seeks to preserve the value of your investment at $1.00 per share, it is possible to lose money by investing in the fund.

Investors should consider the investment objective, risks, charges, and expenses carefully before investing. The prospectus, which contains this and other important
information, is available from your Financial Advisor and should be read carefully before investing.

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