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Weekly Wire

Saying Something Different

By Rusty Vanneman, CMT, CFA, BFA™

Last week was the worst week for the S&P 500 since March. That said, the

stock market needed a breather. Given recent gains, and the year-to-date gain,

it's natural to expect that market prices would take a step (or two) back before
moving forward again. Match that expectation with the seasonal tendency for
stocks to languish in August (and September), coupled with below average volume
due to summer holidays, it shouldn’t be a surprise prices faltered last week.

Reasonable enough, but a lot did happen last week! U.S. government debt was
downgraded by Fitch. Long-term bond yields moved to their highest levels on the
daily charts since last fall (when stocks bottomed). Last Friday’s labor data, while

still showing growth, was weaker than expected. The Bank of Japan will now let

interest rates rise more freely, something they haven’t allowed in years. In turn, the

yen rose by 1.5% against the dollar from valley to peak in just two days. That's a big
move. Apple, the largest stock in the stock market, and larger than all stocks in the
Russell 2000 combined, reported another year-over-year revenue decline. Gas prices

moved higher (as are many commodities), and are now back at their highest levels

since late last year. Gas prices are now up over 20% since their 2022 lows. Those
price increases won't help the year-over-year inflation numbers later this year.

As for this coming week, this week’s U.S. Economic Calendar includes Thursday’s

Consumer Price Index (CPI). While the headline number is currently expected to
rise a bit again, the important core (ex-food and energy) CPI is expected to drop to
4.7%. We will also get more earnings reports, as 2Q23 earnings season is drawing
near its end. That said, it will be interesting to see what happens in the bond,
commodity and currency markets this coming week (and beyond). Each of these
markets are saying something different than they were earlier this year. Has the tide
shifted again in market leadership given the clues these markets are providing?

Add it all up...

Stay invested. Stay diversified. Stay disciplined.
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Key Economic Data Last Week

*The Orion Risk Score represents risk relative to the global equity market. **As of 08/03/2023. Table Sources: Morningstar, Yahoo Finance, S&P Global, Crane Data, BankRate, MarketWatch, First Trust.

Data Point Expectation Actual
Job Openings 9.6M 9.6M
ISM Manufacturing 46.8% 46.4%
ADP Employment 175,000 324,000
US Nonfarm Payrolls 187,000 200,000
US Unemployment Rate 3.6% 3.5%
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Security Name Risk Score* 1Wk A% 1Mo A% QTDA% | YTDA% 12 Mo A%
Global Equities (60% US, 40% Intl) 100 -2.21% 0.81% 1.21% 15.03% 10.11%
S&P 500 Total Return 110 -2.26% 0.61% 0.73% 17.75% 9.71%
Morningstar US Large Cap 110 -2.30% 0.72% 0.80% 20.21% 10.54%
Morningstar US Mid Cap 122 -2.06% 0.67% 1.00% 9.59% 5.43%
Morningstar US Small Cap 128 -1.48% 2.47% 2.86% 13.94% 7.22%
Morningstar US Value 98 -1.53% 1.98% 2.52% 6.67% 10.27%
Morningstar US Growth 146 -2.83% -0.43% -0.55% 27.44% 4.96%
MSCI ACWI Ex USA 88 -2.38% 0.61% 1.34% 11.33% 10.86%
MSCI EAFE 94 -2.37% 0.42% 0.65% 12.86% 14.17%
MSCI EM 86 -2.36% 1.43% 3.41% 8.68% 5.74%
Bloomberg US Agg Bond Index** 35 -1.06% -1.39% -1.60% 0.46% The -4.66%
Bloomberg Commodity Index 94 -1.11% 5.11% 4.93% -3.24% -6.16%
Wilshire Liquid Alternative Index 23 -0.46% 0.20% 0.28% 2.88% 1.20%
US Dollar** 42 0.76% -0.43% -0.36% -0.95% -3.72%
Bloomberg US Treasury Bill 1-3mo 1 0.10% 0.46% 0.50% 2.84% 4.13%
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https://www.cnbc.com/2023/08/03/stock-market-today-live-updates.html?__source=iosappshare%7Ccom.apple.UIKit.activity.Mail
https://finance.yahoo.com/news/the-stock-markets-next-challenge-august-doldrums-130811503.html
https://www.npr.org/2023/08/02/1178215888/fitch-downgrade-credit-rating-deficits-debt-economy
https://fred.stlouisfed.org/series/DGS10/
https://www.ftportfolios.com/Commentary/EconomicResearch/2023/8/4/nonfarm-payrolls-increased-187,000-in-july
https://www.reuters.com/markets/asia/after-surprise-tweak-what-now-bojs-yield-curve-control-2023-07-31/
https://www.reuters.com/markets/asia/after-surprise-tweak-what-now-bojs-yield-curve-control-2023-07-31/
https://leadlagreport.substack.com/p/everything-just-changed?utm_source=substack&utm_medium=email
https://www.morningstar.com/news/marketwatch/20230520243/a-stock-market-milestone-apple-is-now-worth-more-than-the-entire-russell-2000
https://www.morningstar.com/news/marketwatch/20230520243/a-stock-market-milestone-apple-is-now-worth-more-than-the-entire-russell-2000
https://bgr.com/tech/apple-posts-q3-earnings-as-revenue-falls-slightly-to-81-8-billion/
https://ycharts.com/indicators/us_gas_price
https://ycharts.com/indicators/us_gas_price
https://www.marketwatch.com/economy-politics/calendar
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Brinker Capital Five Factor Stock Market Barometer o

Fundamentals

We invest to participate in
company success. Over time,
stock prices follow earnings.

Valuation

How much do we pay for
those fundamentals? Starting
points matter.

Interest Rates

Both the level and trend of
interest rates impact earnings
and valuations.

Policy

Monetary and fiscal policy
impact interest rates,
valuations, and earnings.

Behavioral

Over the short term, the
market is like a voting machine.
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CHANGE NEGATIVE POSITIVE

Fundamental indicators include factors such as corporate earnings, profitability, and the
credit environment.

»  Halfway through Q2 earnings season, the YoY decline has been larger than expected

»  Profit margins remain under pressure despite slight moderation in input costs

- Domestic return on equity ratios are trending lower but remain well above historic averages

»  More companies have issued positive forward guidance than 5 year average

Valuation indicators include factors such as price multiples, the CAPE ratio, and

earnings yield vs other asset classes.

« Nearly all valuation measures point to an expensive domestic equity market

+  Small cap stocks, developed international, and emerging markets are attractively valued

*  Multiples continue to expand, supporting market gains but eventually will present a head-
wind as they ultimately contract toward long-term averages

« Fed Funds rate now exceeds the earnings yield of the S&P 500

Interest Rate indicators include factors such as the interest rate environment, credit

spreads, and inflation.

« Yield curve is deeply inverted although off deepest levels; inversion has been bearish
market signal and fairly accurate indicator of future recession

«  CMBS and MBS spreads signal heightened stress in real estate market

«  Short-term real interest rates remain elevated; US rates near the highest levels globally

«  Markets are pricing an end to Fed rate hiking cycle; although yields are trending higher,
the front end of the curve should begin feeling some relief

Policy indicators include factors such as monetary and fiscal policy.

«  Third year of presidential election cycle bodes well for accommodative policy

«  Currently no additional rate hikes are expected but Fed now highly data dependent

«  Market consensus has fully shifted to no expectations for Fed rate cuts this year

« Issues surrounding the debt ceiling are not resolved and may cause market stress as we
enter the Fall

Behavioral indicators include factors such as sentiment, momentum, trend, and breadth.

« Upward trends in equity markets remain robust

«  Market breadth improving with recent high in number of stocks above moving averages

«  After a historic period of bearish sentiment, surveys reversed and are at the most bullish
levels in several years; as a contrarian indicator, this dampens our future return outlook

«  Seasonality turning bearish through Q3 with negative 3M forward returns on average

The Market Barometer captures the Brinker Capital’'s 12-month plus market outlook. It is updated each month by the Orion Asset
Allocation Committee. Standard inputs include proprietary reports produced by the Orion Discretionary Investment Team. The Barometer
reflects current positioning in investment portfolios. The Barometer is also used as a basis for market outlook presentations.



Disclosures v<0RION

The views expressed herein are exclusively those of Orion Portfolio Solutions, LLC d/b/a Brinker Capital Investments a registered
investment advisor, and are not meant as investment advice and are subject to change.

The CFA® is a globally respected, graduate-level investment credential established in 1962 and awarded by CFA Institute — the
largest global association of investment professionals. To learn more about the CFA charter, visit www.cfainstitute.org.

The CMT Program demonstrates mastery of a core body of knowledge of investment risk in portfolio management. The Chartered
Market Technician® (CMT) designation marks the highest education within the discipline and is the preeminent designation for
practitioners of technical analysis worldwide. To learn more about the CMT, visit https://cmtassociation.org/.

Think2perform’s Behavioral Financial Advice program integrates traditional finance practices with psychology and neuroscience to
improve emotional competency and decision-making behavior that increases effective usage of the financial plan with clients. To
obtain the Behavioral Financial Advisor (BFA) designation, participants must complete a self-directed course, which takes 20-30
hours to complete, and includes a mix of interactive exercises, videos and case studies. To learn more about the BFA,

visit https://www.think2perform.com.

Wealth Management services offered through Orion Portfolio Solutions, LLC d/b/a Brinker Capital Investments a registered
investment advisor.

Source: Brinker Capital. Information is accurate as of August 1, 2023. Themes and specific funds utilized to implement themes are discussed within the context of Brinker
Capital's managed asset allocations and are based on current market conditions and constitute Brinker Capital’s judgment and opinions, which are subject to change
without notice. Past performance does not guarantee future results. Statements referring to future actions or events, such as the future financial performance of certain
asset classes or market segments, are based on the current expectations and projections about future events provided by various sources, including Brinker Capital's
Investment Management Group. These statements are not guarantees of future performance and actual events may differ materially from those discussed. Orion Portfolio
Solutions, LLC d/b/a Brinker Capital Investments a registered investment advisor.
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