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ELEMENT TREND COMMENTS
VALUATION Neutral Equity valuations have rebounded rapidly.
INTEREST RATES Positive Long-term rates, which had drifted higher, have fallen sharply.
INFLATION Positive Inflation persists but is cooling.
VOLATILITY Negative Market volatility is lower, which is somewhat bearish.
Fed tightening to impede near-term economic growth,
MONETARY POLICY Neutral .
earnings.
DOMESTIC POLICY Neutral Focus growing on US debt levels, election.
. Middle East ignites, China economy in trouble, Ukraine war
GEOPOLITICAL Negative

drags on.

To Infinity and Beyond!

Christmas came early for investors this year, with markets roaring higher during November. Buzz

Lightyear himself would be amazed at last month's investor enthusiasm, which seemed to cement

2023's name on Santa’s Nice List when, only a few weeks ago, it looked as if much of the market still
had work to do to get off the Naughty List. Of course, this robust bullish sentiment was fueled by
the near-unanimous bearishness of October. Mr. Market is a manic fellow indeed.

So, what changed? Well, there is a strong argument to be made that Santa Claus might actually

be the chairman of the Federal Reserve. Investors may or may not believe in Santa Claus, but

suddenly, the market fully believes that Jerome Powell's Federal Reserve is not just finished raising
rates but could be cutting rates when the Easter Bunny shows up in March 2024.
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A batch of data indicating that inflation is continuing to weaken and that the economy is slowing
but not stalling was all that markets needed to see to immediately start pricing in the elusive soft
landing, the Goldilocks scenario of not too hot and not too cold. Whether this actually comes to
pass remains to be seen, but that's what the great discounting machine is currently predicting.
Equity markets rocketed higher, with the S&P 500, the Dow Jones Industrial Average and the
NASDAQ each up more than 9% for October. Virtually all equity asset classes turned in powerful
performances last month: growth stocks, value stocks, large caps and small caps. Continuing this
year's prevailing theme, gains were especially powerful among the largest stocks, with Amazon up
10%, Apple up 11% and Microsoft up 12%. Nvidia rose 15%. Tesla soared 20%. These megacap names,
which have led the markets higher this year, continued their meteoric rise. The top ten names in
the S&P 500 now constitute 33% of the total market capitalization of the index, a multi-decade high.
This is a bull market—an extremely top-heavy one, but a bull market, nonetheless.

2022 1Q23 2Q23 3Q23 October November YTD
S&P 500 -18.1 7.5 8.7 -3.3 -2.1 9.1 20.8
DJIA -6.9 0.9 4.0 -2.1 -1.3 9.2 10.7
NASDAQ 325 17.0 13.1 -3.9 -2.8 10.8 37.0
Russell 2000 -20.5 2.7 5.2 -5.1 -6.8 9.0 4.1
Russell 2000 Value -14.8 -0.7 3.2 -3.1 -6.0 9.1 1.9
Russell 2000
10.0 6.0 7.1 -7.4 -7.7 9.1 5.9
Growth
Russell 3000 -19.2 7.2 8.4 -3.3 -2.7 9.3 19.6
Russell 3000 Value -8.0 0.9 4.0 -3.2 -3.7 7.6 5.4
Russell 3000
-29.0 13.8 12.5 -3.3 -1.7 10.8 34.8
Growth
International* 21.0 8.0 3.0 -4.1 -4.2 9.4 1.8

Source: Bloomberg

*MSCI Daily TR Net World Ex USA USD

While the gainsin the equity markets were more or less a continuation of the prevailing themes that
have dominated market action all year, the gains in the fixed-income market signified a massive
change of outlook. With November's additional signs of a slowdown in inflation and economic
activity, long-term interest rates did an about-face. Just weeks ago, long-term interest rates were
moving meaningfully higher as the “higher for longer” narrative had begun to take hold. Then, in
the twinkle of a jolly elf's eye, 10-year Treasury yields, which had risen to almost 5%, collapsed and
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are now back below 4.2%. That's a huge change in the bond world with real economic implications,

making it much easier for borrowers to access capital and supporting higher asset prices across the
board.

So, where does this leave us? While it is difficult not to feel better about portfolios after such a strong
month, the real message has to be how fickle the market can be over the short term and how
destructive it can be to be overly influenced by short-term events or results. Also, it is difficult not
to observe that expectations regarding the actions of the Federal Reserve are still such a massive
driver of near-term performance. This doesn't necessarily seem super healthy, but the market clearly

responds to candy canes from the Fed. For now, we're just grateful 2023 is on the Nice List.
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DISCLOSURES

This communication is for informational purposes only and should not be used for any other purpose,
as it does not constitute a recommendation or solicitation of the purchase or sale of any security or
of any investment services. Some information referenced in this memo is generated by independent,
third parties that are believed but not guaranteed to be reliable. Opinions expressed herein are subject
to change without notice. These materials are not intended to be tax or legal advice, and readers are
encouraged to consult with their own legal, tax, and investment advisors before implementing any
financial strategy.
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