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Market Resiliency to Start 2023

Today we will discuss:

Q1 Market Overview
+  SVB Impact & The Fed
+  Economic Outlook

* Path(s) Forward
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YTD Market Performance Recap

= S&P 500 Level % Change
Dow Jones Industrial Average Level % Change
= Nasdaq Composite Level % Change
Bloomberg US Aggregate Level % Change
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Silicon Valley Bank
& The Fed
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The Fed’s Rate Approach
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Immediate Impact of Silicon Valley Bank Collapse
Market Expected Policy Rates

Monetary Owverkill Brings Forward
Inevitable Fed Pivot
e U.S. Fed Funds Forward Curwve as of: i
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What the Market Says VS What the Fed Says

What the Fed Says vs. What the Market Has Priced In
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Bond Market Volatility

® 1 Year Treasury Rate (Percent)
2 Year Treasury Rate (Percent)

= 5 Year Treasury Rate (Percent)
10 Year Treasury Rate (Percent)

® 30 Year Treasury Rate (Percent)
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Credit Tightening

Net percentage of banks tightening lending standards
Commercial and industrial loans for large and m iddle-market irms
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Recap

Silicon Valley Bank was a unique situation

» Customers were unlike many regional banks

» Poor risk management

* Not a sign of larger banking crisis, although could lead to credit tightening

Fed has been reactive since the start
» They have stated they will continue to be reactive, not proactive

SVB collapse felt like the first sign of the Fed’s rising rate impact

Market still isn’t sure what happens next with the Fed

» Feels like a pivot is coming sooner than later

« Labor market & economic strength could push it back if it continues
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Economic Overview
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Labor Market Still Tight

Uus- % Wage Growth Tracker by Industry = Export
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US Consumer Balance Sheet

Consumer balance sheet

4Q22, USD trillions, not seasonally adjusted
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Household debt service ratio e
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Limited Housi

Housing inventories

Inventory of new and existing single family homes for sale, thous, SA*

ng Supply

Single-family housing starts

Seasonally adusted annual rate (SAAR), thous houses

Rental vacancy rate
Percent
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Consumer Price Index, components
mim % change, seasonally adjusted
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Consumer Sentiment

Consumer Sentiment Index and subsequent 12-month S&P 500 returns
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Lead'ng Indicators
YoY change in the Leading Economic Indicators (%)
20 LEI (ranked by weighting in the index)
Recessions
Weekly manufacturing hours worked 24% W
1SM index of new orders. 17% W
Consumer expectations 16% W
Yield spread 12% W
Leading credit index 9% v
New orders of consumer goods o
and materials. B
New orders of nondefense % —
15 The Yo LEI growth rate fell to -6.46% in capital goods
February, compared with a revised -5.89% in Stock prices 4% A
20 January. Across the underlying components,
2 out 10 had positive readings for February. Building permits 3% A
-25 Weekly unemployment claims % v
1975 1980 1985 1990 1995 2000 2005 2010 2015 2023  (inverted)
Source: The Conference Board, as of 2/28/23. The Composite Index of Leading Indicators (LEI) s published monthly by The C and tracks 10 tendto in
Itis not possible toinvest directly in an index. YoY refers to year over year. Past performance does not guarantee future results.
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Recap

« US Consumer is still in good shape but inflation showing affects
» Housing market remains stable due to lack of supply
- The fight against inflation is continuing to make progress but still ways to go
- Consumer sentiment is low but could be a good sign for market returns
« Recession may come but one size doesn’t fit all
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Headline Narratives
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What’s the Market Telling Us - Earnings
S&P 500 Earnings Growth: Q1 2023
(Source: FactSet)
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What’s the Market Telling Us - Earnings

Exhibit 1: Quarterly path of consensus S&P 500 EPS growth
as of April 4, 2023
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Profitability is Key
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What’s the Market Telling Us - Bonds

FRED . US Investment Grade (black line, left axis) and High Yield (red line, right axis) C Spreads Over Troasurk
1997 - Present
Start of 2001 Recession China Growh Soare/ "
’ (Dec 2000) °‘:L"°;°?;;’° G 1 pts
1G: 202 pts '
4 Groek Debt Crisis : HY: 48 pts
Asian Debt Crisis HY: 016 pts (Sep 2011) :?r‘:-':‘. Pandemic Crisis
(Oct 1998) 1G: 2.57 pts Mar 2020
g ¢ ﬁl-ﬂph HY: 8.41 pts 1G: 3,08 7
} _sz HY:877 i

HEALTH.

WEALTH.

FOR LIFE.

27

Bond Market Outlook

Correlation of 5-year total return vs. starting yield to maturity for the Bloomberg U.S. Aggregate Bond Index

22 Largest Bloomberg U.S. Aggregate Bond
® Index drawdowns
20 o
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What a Fed Pivot Looks Like - Stocks

S&P 500 Performance During Pauses
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What a Fed Pivot Looks Like - Bonds

Long-Term Government Bond Performance During Pauses
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60/40 annual return decomposition e
Total returns, 1950 — present
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Closing Thoughts

» Lots of uncertainty & headwinds
- Economy is slowing
«  Credit tightening effect yet to be seen

- 2022 stock market returns were reflective of a slowing economy
- Earnings recession started last year
- Expectations have been falling since last summer
- Earnings slowdown this year is well known — market is still up

+ Paths Forward
« 1) Strong/Stable economy, rates higher, longer, valuations are supported
» 2) Weakening economy, slowing earnings, mild recession, Fed pivot

« 3) Economic catalyst — unknown risks, hard to avoid, financial planning is key HEALTH.
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Thank you for joining us!
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Disclosure

Please remember that past performance may not be indicative of future results. Different types of investments involve
varying degrees of risk, and there can be no assurance that the future performance of any specific investment,
investment strategy, or product (including the investments and/or investment strategies recommended or undertaken
by Bouchey Financial Group, Ltd.), or any non-investment related content, made reference to directly or indirectly in
this newsletter will be profitable, equal any corresponding indicated historical performance level(s), be suitable for your
portfolio or individual situation, or prove successful. Due to various factors, including changing market conditions
and/or applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should
not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a substitute
for, personalized investment advice from Bouchey Financial Group, Ltd.. Please remember to contact Bouchey
Financial Group, Ltd., in writing, if there are any changes in your personal/financial situation or investment objectives
for the purpose of reviewing/evaluating/revising our previous recommendations and/or services. Bouchey Financial
Group, Ltd. is neither a law firm nor a certified public accounting firm and no portion of the newsletter content should
be construed as legal or accounting advice. A copy of the Bouchey Financial Group, Ltd.’s current written disclosure
statement discussing our advisory services and fees is available for review upon request.
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