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Last Week:
U.S. Equity Market


U.S. large-cap equities (S&P 500 Index) fell -2.2% this week and gave back some of the gains from the prior
week, as concerns related to potential earnings disappointments, Federal Reserve tightening, and elevated
inflation weighed on investor sentiment. Fed Chair Powell said that while the Fed's aim is to keep growth
positive, there's no guarantee it can achieve positive growth. The Chicago Mercantile Exchange (CME)'s
FedWatch tool now shows only a 65% chance of a 75 basis points (bps) hike in July, which is lower from
over 95% last week. Futures Markets also see rates peaking at 3.25-3.50% by December, followed by 50
bps of rate cuts by July 2023. Friday’s June Institute for Supply Management (ISM) manufacturing index fell
to a post-2020 low on softer new order trends. The Atlanta Fed’s GDPNow model now expects a 2.1%
contraction, which would represent its second straight quarterly contraction. Treasury yields dropped,
including the ten-year, which fell 24 bps. The dollar was stronger, gold declined -1.6%, and WTI rose a
modest +0.5%.



S&P 500 Index Sector Returns (Price Return):
 Utilities (+4.1%), healthcare (+0.4%), consumer staples (+0.3%), and real estate investment trusts
(REITs) (-0.7%) outperformed, as investors favored more defensive stocks.
 Energy (+1.3%) rose, as the price of WTI increased +0.5%.
 Industrials (-0.8%) underperformed, with weakness industrial conglomerates.
 Financials (-1.5%) underperformed, as banks lagged.
 Materials (-3.1%) fell, with weakness from industrial metals stocks.
 Technology (-4.5%) fell, led lower by semiconductor and software equities.
 Communication services (-4.5%) dropped, led lower by social media and internet.
 Consumer discretionary (-4.7%) fell, led by autos, retail, and travel stocks.
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Since 1948, the length of the average bear market was 388 days, but bear markets have been as short as
33 days and as long as 630 days. During the last 11 bear markets, the average decline was -34.2%, with
the smallest decline at -20.6% and the greatest decline at -56.8%.

Sources: The Daily Shot; Merrill Lynch.



Historically, the S&P 500 Index had a median correction (decline over 10%) of -12.5% in non-recessionary
periods, and a median correction of -23.9% in recessionary periods.

Source: The Daily Shot.
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Previously, significant declines in consumer confidence (30 point drops) preceded interest rate cuts and
bear market bottoms.

Source: The Daily Shot.



The chart below shows that the price over earnings (P/E) multiple (orange bars) contracted in both the first
and second quarters of 2022, while the 12-month earnings consensus (blue bars) continue to remain positive.

Source: The Daily Shot.
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Fixed Income Markets


The chart below shows the fed funds rate (solid black line) and the futures market’s expectations (dotted
black line) for the fed funds rate over time. The futures market is currently expecting the fed funds to continue
to increase in the short-term (blue line). However, historically, the futures market has not been precisely
accurate.

Y axis is the interest rate in percentage. Source: The Daily Shot.



The front-end of the Treasury curve (two-year and five-year) increased faster than the long-end (ten-year
and 30-year) as the Federal Reserve raised the fed funds rate in order to lower inflation.

Sources: The Daily Shot; Bloomberg.
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U.S. Economic and Political News





Fed Chair Powell said that while the Fed's aim is to keep growth positive, there's no guarantee it can achieve
positive growth. Powell also said the Fed's biggest risk isn't that it goes too far with policy, but rather is failing
to restore price stability. Bloomberg noted that Powell's comments added to fears that the Fed could tighten
policy too aggressively to fight inflation, leading to a recession.
June consumer confidence was weaker than expected, and at the lowest level since 2013.
On a positive note, May core personal consumption expenditures (PCE) inflation of 0.3% month-over-month
was below expectations of 0.5%, which may have signaled a slowdown in the inflation rate.

International Markets and News





The Chinese stock market (Shanghai Composite) rose +1.3%, as strong factory data and easing COVID-19
restrictions improved sentiment for equities.
European markets (STOXX 600 Index) fell -1.4%, as fears of elevated inflation and rising rates may drive the
European economy into a recession.
 European Central Bank (ECB) President Lagarde reiterated her guidance for an increase of 25 bps
followed by another hike in September, with the size of the hike dependent on incoming data.
Japanese equities (Nikkei 225 Index) fell -2.1%, as the global tightening cycle, global recession risks, and
the Bank of Japan’s large manufacturing survey showed weaker sentiment weighed on sentiment for
Japanese equities.
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This Week:



Corporate earnings reports will be light this week.
U.S. Economic data:
 Monday: U.S. equity market Holiday;
 Tuesday: Building Permits, Factory Orders;
 Wednesday: MBA Mortgage Purchase Applications, Services PMI, JOLTS;
 Thursday: Challenger Job Cuts, ADP Employment Report, Trade Balance, Ivey PMI;
 Friday: Nonfarm Payrolls, Unemployment Rate, Average Weekly Hours, Average Hourly Earnings,
Employment, Consumer Credit.

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: The Price Earnings Ratio (P/E Ratio) is the relationship between a company’s stock price and earnings per share (EPS). It is a popular
ratio that gives investors a better sense of the value of the company. The P/E ratio shows the expectations of the market and is the price you must pay
per unit of current earnings (or future earnings, as the case may be). (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 that these methods will be successful.
The opinions contained in the preceding presentation 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. 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.
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