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Last Week:
U.S. Equity Market
 U.S. large-cap equities (S&P 500 Index) fell -5.8% this week as the U.S. Federal Reserve hiked the shortterm interest rate by 75 basis points (bps) as expected. Federal Reserve (Fed) Chair Powell said there
could be a 50 or 75 bps hike in the July meeting and did not change market expectations for the long-term
federal funds rate. However, markets appear increasingly concerned that the Fed will not be able to
achieve a soft landing as recession fears increase. Futures markets are pricing in a ~90% chance of
another 75 bps hike in July, with 50 bps hikes in both September and November before reaching a peak
of 3.75-4.0% by February 2023, according to FactSet. Retail sales for May fell -0.3% month-over-month
(m/m), missing consensus expectations for +0.2% growth and making it the first decline in five months.
Treasuries were mixed with the curve flattening on a big rise in the front-end of the curve. The dollar was
stronger, gold fell -1.8%, and West Texas Intermediate oil (WTI) fell -9.8%.
 S&P 500 Index Sector Returns (Price Return):
 Consumer staples (-4.4%), healthcare (-4.5%), and real estate investment trusts (REITs) (-5.4%)
outperformed, as investors favored more defensive stocks.
 Communication services (-4.6%) outperformed, led by streaming and internet stocks.
 Financials (-4.9%) fell, led lower by the banks.
 Technology (-4.9%) fell, led lower by semiconductor and software stocks.
 Consumer discretionary (-5.5%) fell, led lower by homebuilders and travel stocks.
 Industrials (-5.8%) fell, led lower by airlines and defense stocks.
 Materials (-8.3%) underperformed, led lower by building materials, industrial metals, and chemical
stocks.
 Utilities (-9.2%) underperformed, with broad weakness across the sector.
 Energy (-17.2%) underperformed, as the price of WTI fell -9.8%.
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Earnings growth is expected to remain positive, but slow, during the next few quarters.

Source: Edward Jones



Thus far, the severity of the current bear market, shown in the orange line below, has been more severe
than the average bear market.

Sources: The Daily Shot; Goldman Sachs
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The consumer discretionary and healthcare sectors have the highest short interest (most investors are
shorting the stocks), according to the S&P Dow Jones Indices.

Sources: The Daily Shot; S&P Dow Jones Indices

 The U.S. dollar strength can help offset inflationary pressures, but it is becoming a headwind for corporate
earnings.

Sources: The Daily Shot; TS Lombard; Bloomberg L.P.
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Fixed Income Markets
 High-yield corporate credit spreads (the extra premium of below-investment grade corporate bonds over
lower risk government bonds) have widened to a near 15-month high, but at 5%, are only around their
long-term historical average.

Source: Edward Jones.

 A weaker economic growth outlook and increasing margin pressures could lead to an increase in expected
credit defaults in Europe, according to the European Central Bank (ECB).

Y-axis is the percentage of defaults of European high-yield bonds over the trailing 12 months.
Sources: The Daily Shot; European Central Bank
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U.S. Economic and Political News
 Reuters reported that Wall Street believes a recession is more likely after this week's Federal Open Market
Committee (FOMC) meeting, given the increased skepticism around a soft landing and highlighting some
analyst calls forecasting rate cuts as soon as mid-2023.
 Bank of America analysts said they now expect gross domestic product (GDP) growth to fall to zero,
inflation to settle around 3%, and the Fed to raise rates above 4%.
 Retail sales for May fell -0.3% m/m, missing consensus for +0.2% growth and leading to the first decline
in five months.
 Piper Sandler economists also warned that U.S. consumer spending could drop even further in the months
ahead given 6%+ mortgage rates, gasoline prices, household savings falling near the lowest levels since
2008, and credit card debt hitting a record high.

International Markets and News
 The Chinese stock market (Shanghai Composite) rose +1.0%, as China’s state planner approved ten fixed
asset investments worth CNY 121B (USD $18.1B) in May, a more than six-fold increase from April.
 Sentiment for equities also received a boost after data showed surprising growth in industrial
production in May, and from hopes of increased policy support following weak housing market data.
 European markets (STOXX 600 Index) fell -4.6%, as the ECB held an unscheduled meeting and stated it
would take action to stem the widening yield spreads between member states sovereign bond yields.
 The Swiss central bank hiked interest rates by +0.50% to -0.25% in an effort to subdue inflation. They
stated that its inflation forecasts have increased substantially, which could lead to further rate hikes.
 The Bank of England raised rates for the fifth time to +1.25% from +1.0%.
 Japanese equities (Nikkei 225 Index) fell -6.7%, as the U.S. and other central banks raised interest rates
and tightened monetary policies. The Bank of Japan continued to maintain its ultralow interest rates at 0.1% and said it would conduct daily purchases of ten-year Japanese Government Bonds (JGBs) at a yield
of 0.25%.
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This Week:
 Corporate earnings reports will be light this week.
 U.S. Economic data:
 Monday: Limited data;
 Tuesday: Retail sales (m/m: CAN), Retail Sales ex-Autos (CAN), Existing Home Sales, Redbook Chain
Store, API Crude Inventories;
 Wednesday: MBA Mortgage Purchase Applications, Core Inflation (m/m; CAN), CPI (m/m: CAN);
 Thursday: Current Account Balance, Flash Manufacturing PMI, Flash Services PMI, Initial/Continuing
Claims, Natural Gas Inventories, and DOE Crude Inventories;
 Friday: Michigan Consumer Sentiment (Final), New Home Sales.
As always, thank you very much for your interest in our thoughts and support of our services.
Whitney Stewart, CFA®
Executive Director
Griffith Jones, Jr.
Executive Director
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The securities described are neither a recommendation nor a solicitation. Security information is being obtained from resources the firm believes to be
accurate, but no warrant is made as to the accuracy or completeness of the information.
Performance is compared to an index, however, the volatility of an index varies greatly. Indices are unmanaged and investments cannot be made directly
in an index.
The S&P 500® Index is a readily available, carefully constructed, market-value-weighted benchmark of common stock performance. Currently, the S&P
500 Composite includes 500 of the largest stocks (in terms of stock market value) in the United States and covers approximately 80% of available market
capitalization.
The Russell 2000® Index measures the performance of the small-cap segment of the U.S. equity universe. The Russell 2000® Index is a subset of the
Russell 3000® Index representing approximately 10% of the total market capitalization of that index. It includes approximately 2,000 of the smallest
securities based on a combination of their market cap and current index membership. The Russell 2000® is constructed to provide a comprehensive and
unbiased small-cap barometer and is completely reconstituted annually to ensure larger stocks do not distort the performance and characteristics of the
true small-cap opportunity set.
The Dow Jones Industrial Average (DJIA) is an index that tracks 30 large, publicly-owned blue chip companies trading on the New York Stock Exchange
(NYSE) and the NASDAQ.
The NASDAQ Composite Index is the market capitalization-weighted index of over 2,500 common equities listed on the NASDAQ stock exchange. The
types of securities in the index include American depositary receipts, common stocks, real estate investment trusts (REITs) and tracking stocks, as well
as limited partnership interests. The index includes all Nasdaq-listed stocks that are not derivatives, preferred shares, funds, exchange-traded funds (ETFs)
or debenture securities.
The NASDAQ-100 Index includes 100 of the largest domestic and international non-financial companies listed on The NASDAQ Stock Market based on
market capitalization. The Index reflects companies across major industry groups including computer hardware and software, telecommunications,
retail/wholesale trade and biotechnology. It does not contain securities of financial companies including investment companies.
The MSCI EAFE Index is an equity index which captures large and mid-cap representation across 21 Developed Markets countries around the world,
excluding the U.S. and Canada. With 900 constituents, the index covers approximately 85% of the free float-adjusted market capitalization in each country.
Developed Markets countries in the MSCI EAFE Index include: Australia, Austria, Belgium, Denmark, Finland, France, Germany, Hong Kong, Ireland,
Israel, Italy, Japan, the Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland and the U.K.
The STOXX Europe 600 Index is derived from the STOXX Europe Total Market Index (TMI) and is a subset of the STOXX Global 1800 Index. With a
fixed number of 600 components, the STOXX Europe 600 Index represents large, mid and small capitalization companies across 17 countries of the
European region: Austria, Belgium, Denmark, Finland, France, Germany, Ireland, Italy, Luxembourg, the Netherlands, Norway, Poland, Portugal, Spain,
Sweden, Switzerland and the United Kingdom.
The Nikkei 225 is a price-weighted index composed of Japan's top 225 blue-chip companies traded on the Tokyo Stock Exchange.
The Shanghai Stock Exchange Composite Index is a capitalization-weighted index. The index tracks the daily price performance of all A-shares and Bshares listed on the Shanghai Stock Exchange.
The S&P 500® Buyback Index is designed to measure the performance of the top 100 stocks with the highest buyback ratios in the S&P 500.
The Credit Default Swap Index (CDX), formerly the Dow Jones CDX, is a benchmark financial instrument made up of credit default swaps (CDS) that
have been issued by North American or emerging market companies.
Technical Terms: Gross domestic product (GDP) is the total monetary or market value of all the finished goods and services produced within a country’s
borders in a specific time period. As a broad measure of overall domestic production, it functions as a comprehensive scorecard of a given country’s
economic health. A Japanese Government Bond (JGB) is a bond issued by the government of Japan. The government pays interest on the bond until
the maturity date. At the maturity date, the full price of the bond is returned to the bondholder. Japanese government bonds play a key role in the financial
securities market in Japan. (Technical definitions are sourced from Corporate Finance Institute.)
The Chartered Financial Analyst® (CFA) charter is a graduate-level investment credential awarded by the CFA Institute — the largest global association
of investment professionals. To earn the CFA charter, candidates must: 1) pass three sequential, six-hour examinations; 2) have at least four years of
qualified professional investment experience; 3) join CFA Institute as members; and 4) commit to abide by, and annually reaffirm, their adherence to the
CFA Institute Code of Ethics and Standards of Professional Conduct.
Past performance is not indicative of future results. Any type of investing involves risk and there are no guarantees.
The opinions contained in the preceding commentary reflect those of Sterling Capital Management LLC, and not those of Truist Financial Corporation or
its executives. The stated opinions are for general information only and are educational in nature. These opinions are not meant to be predictions or an
offer of individual or personalized investment advice. They are not intended as an offer or solicitation with respect to the purchase or sale of any security.
This information and these opinions are subject to change without notice. All opinions and information herein have been obtained or derived from sources
believed to be reliable. Any type of investing involves risk and there are no guarantees. Sterling Capital Management LLC does not assume liability for
any loss which may result from the reliance by any person upon such information or opinions.
Investment advisory services are available through Sterling Capital Management LLC, an investment adviser registered with the U.S. Securities &
Exchange Commission and an independently-operated subsidiary of Truist Financial Corporation. Sterling Capital Management LLC manages customized
investment portfolios, provides asset allocation analysis and offers other investment-related services to affluent individuals and businesses. Securities and
other investments held in investment management or investment advisory accounts at Sterling Capital Management LLC are not deposits or other
obligations of Truist Financial Corporation, Truist Bank or any affiliate, are not guaranteed by Truist Bank or any other bank, are not insured by the FDIC
or any other federal government agency, and are subject to investment risk, including possible loss of principal invested.
Sterling Capital does not provide tax or legal advice. You should consult with your individual tax or legal professional before taking any action that may
have tax or legal implications.

7

