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Q2 1n Review

Continued strength in equities, but bond markets were timid.
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The Inflation Picture

Falling demand and input prices have quickly pulled down goods inflation...
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The Inflation Picture

..but strong demand and wage growth is keeping services inflation uncomfortably high.
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The Labor Market Remains Tight

Job openings are off a bit, but initial claims and the unemployment rate remain under control.
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Wages Fuel Consumption, Consumption Fuels Growth

Despite growing recessionary concerns, consumers are employed, well-paid, and willing to spend.
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Housing Bottoming?

Still historically unaffordable, but there still seems to be enough demand for limited supply.
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Survey Data Reflects Ongoing Pessimism

Particularly small businesses and the manufacturing industry.
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A Rolling Recession?

As housing begins its recovery, manufacturing appears to be the next sector to roll over.
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The Fed Sees a Light at the End of the Tunnel

The Fed has squashed the notion of rate cuts in 2023. But still, one or two more hikes might be it.
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UL.S. Banks: Crisis Averted

Swift action by the Fed seems to have resolved liquidity issues at most U.S. banks.
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The UL.S. Dollar

A weak start to the year. But what does it mean?
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The Case For Japan

Is it different this time?
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China

Growth is rebounding, but below expectations, thanks to weak exports and domestic spending.
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Europe

Inflation is coming down, but the ECB is still pressing ahead.
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UL.S. Equities

How Is 2023 Going?




We Made Some Predictions at the Beginning of the Year

Let’s look at how they’ve turned out
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Post Mid-Term Elections Markets Tend to Rally

Current returns are in-line with historical precedent after mid-term elections.
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Technicals in Early 2023 Were Positive

The 200-day moving average turned up in late March and a Golden Cross was reached in February.
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Technical Predictions Came to Fruition

A look at the moving averages shows a bit of a stretched market; not an invitation to market time.
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A Look Beneath the S&P 500 Tells a Story

We expected value to outperform growth this year; we have been wrong . . . so far.
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Which Leads to the Big Discussion About Breadth

Technology/Al stocks’ divergence from the rest of the market does not seem sustainable.
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A Close-Up Look at the Contest

Tuesday, July 18™"’s market action shows how the market narrows.
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The Next Battleground

After the market has weathered inflation, the Fed, elections, and recession fears ... now we get to earnings.
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Why We Think Earnings Will Surprise to the Upside

There is a dichotomy between top-down macro analysts and company-specific analysts
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Why We Think Earnings Will Surprise to the Upside

There is a dichotomy between top-down macro analysts and company-specific analysts
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Early 2Q Earnings Commentary is Positive

Very early in earnings season, there’s something for the bulls and something for the bears

~\

-

& The Mew York Times

JPMorgan, Citigroup and Wells Fargo Report Better-than-Expected Profiis

# CNEC

Delta posts record quarterly earnings, hikes full-year outlook
on travel boom

B carons
PepsiCo Stock Rises After Earnings Beat and Guidance Boost. Thank Potato
Chips.

Yahoo Finance

Lockheed Martin stock trends higher on earnings beat, strong demand

Source: Barron’s, CNBC, Marketwatch
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Many of the Worst Prognostications Still Look Unlikely

Fears from the summer of 2022 - These were off the mark.

( Forbes \
Jamie Dimon Warns Of A 'Hurricane' Coming Our Way ... \
Jamie Dimon, the CEO of JPMorgan and one of the most respected Wall Street
leaders, gave a stern warning to investors. He advised people to... PIPER | SANDLER US Economics | Macro Research
Jun 2, 2022
K J July 27, 2022
The Profit/EPS Downturn Is Here.
/ MorganStanley | researcn \ Report Link
July 11,2022 Conclusion: Profits always fall in recessions, and we're moving into one now. On average, in recessions profits
& EPS decline -12%, and -24%, respectively. We're now forecasting S&P EPS to decline -8% cumulatively in 2022
US Equity Strategy | North America & 2023 -- to $200 in 2022, and $190 in 2023. (pgs 2-4) /
Weekly Warm-up: Strong Dollar
Just Another Headwind for B Eloomberg.com )
Earnings, Leaving Unfinished JPMorgan Sees Oil at $380 on Worst-Case Cut by Russia
Business for the Bear Global oil prices could reach a “stratospheric” $380 a barrel if US and European
\ / penalties prompt Russia to inflict retaliatory crude-output...
K Jul 1, 2022 J

Source: Bloomberg, Morgan Stanley, Piper Sandler
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U.S. Manufacturing is on the Rise

@ Micron ($208B)
@ GlobalFoundries ($1B)
@ General Motors ($4B)
O LG Energy / General Motors ($2.68)
@ Ford ($28)
@ Intel ($20B)
Q stellantis / Samsung ($2.5B)
O Honda / LG Energy ($4B)
@ cEiiLilly ($28) @ Nucor ($2.5B)
Q Envision AESC ($28B)
O Ford Motor / SK Innovation ($5.8B)
O LG Chem ($3.28) @ Wolfspeed ($58B)

O General Motors (52.38) @ Eli Lilly ($1B)
QO Ford Motor / SK Innovation ($5.58)

Hyundai / @ BMW ($1.78)
S. st o
. go?pgr::}:m SK ($4B) O Redwood Materials ($3.58)

Arrowhead Pharmaceuticals ($250M) @
@ Micron ($12B)

. TerraPower ($4B)

O Redwood Materials ($1.1B) @ Encina ($1.18)

QO Panasonic ($4B)

@ Intel ($3.5B)
@ Intel ($30B)
) TSMC ($40B)
QO statevolt ($3.78B)
@ Manna Capital Partners ($1.8B)

ivi 4.
O American Battery Factory ($1.28) (52.98)  @First Solar. anggéig‘;?()och ($2.6B)
© Texas Instruments ($30B) ($1.2B) O Hyundai Motor Company ($58)
@ Novelis ($2.58)
® Nacero ($6B)
® Tesla ($7B)

OTHER $1B+ INVESTMENTS

(Sites to be determined)

® SK Group ($22B)

® Volkswagen ($7.1B)

@ Cytiva / Pall Corp ($1.5B)
@ CubicPV ($1B)

LEGEND
O Battery Factory ($53B)

@® Auto/Electric Vehicle Plant ($26.2B)
® Semiconductor Fab ($183.5B)

@ Biomanufacturing Facility ($4.75B)
@® Steel and Aluminum ($9.7B)

@ Other Clean Energy ($13.3B)

Source: Reshoring Initiative, ZETA, SIA, and Alliance for Automotive Innovation
Note: Initial snapshot of just some of the companies announcing major investments in the U.S. since 2021.
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Infrastructure Spending: A Structural Tailwind

Lots of announcements so far, but the real spending will happen over the next few years.

LONG LAG TIME OF INFRASTRUCTURE SPENDING: THE
EFFORT REALLY DOES NOT START UNTIL 2024

Expected Spend Down of Biden's Three Major Fiscal
Policy Initiatives, $BN
Infrastructure Investment & Jobs Act; Inflation Reduction Act (with
4/26/23 Update Green Energy Measures; and CHIPS & Science Act -
CBO Scores

BCHIPS ©IIJA  @IRA With 4/26 JCT Update To Green Energy Provisions
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Source: Strategas
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What Does Leadership Shift Imply?

Our tactical allocations currently favor two of the primary value industries.

= S&P 500
- Energy Select Sector SPDR Fund

= |ndustrial Select Sector SPDR Fund 180

140
120
MAA
N\ 2 N\a . UAVAA'A.Y AW § 100
N . A I\
T\ V\
A\ (VA
80
10/21 1/22 4/22 7122 10/22 1/23 4/23 7/23
As of 7/18/2023 Source: Factset
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Important Notes

Cerity Partners LLC (“Cerity Partners”) is an SEC-registered investment adviser with office locations throughout the United States. Registration of an Investment Advisor does not
imply any level of skill or training. The information presented is limited to general information pertaining to Cerity Partners’ services, views, outlooks, and opinions and is for
informational purposes only. You should not construe the information contained herein as personalized investment, tax, or legal advice. There is no guarantee that the views and
opinions expressed in any Cerity Partners content will come to pass. The information presented is subject to change without notice and should not be considered as an offer to sell
or a solicitation of an offer to buy any security.

Certain portions of Cerity Partner’s website may contain a discussion of material economic conditions and/or events that may affect future results. All information is deemed reliable
as of the date presented but is not guaranteed and is subject to change.

Certain information is based on or derived from independent third-party sources that, in certain cases, may not have been updated through the date of this information. While such
information is believed to be reliable for the purposes used herein, Cerity Partners has not independently verified the assumptions on which such information is based nor assumes
any responsibility for the accuracy or completeness of such information. Such information is subject to change without notice to you.

References to indices or other financial benchmarks are provided for illustration purposes only. Indices are unmanaged, statistical composites and an individual cannot directly
invest in an index. Any returns portrayed do not reflect the deduction of underlying investment expenses and third-party fees to purchase the securities they represent. Past
performance is no guarantee of future results. Data from indices (i.e., the S&P 500) are supplied by third party suppliers. Cerity Partners does not attest to the accuracy or reliability
of these numbers nor the methods of calculation from which they are derived. Investing in the financial markets involves risk, including the loss of the principal amount invested,;
and may not be appropriate for everyone.

Awards, rankings, ratings, and/or recognition by unaffiliated rating services and/or publications are not indicative of Cerity Partners future performance or its clients’ investment
success; should not be construed by a client or prospective client as a guarantee that such client will experience a certain level of results if Cerity Partners is engaged, or continues
to be engaged to provide investment advisory services; nor should it be construed as a current or past endorsement of Cerity Partners by any of its clients. Rankings published by
unaffiliated rating services and/or publications are often based on various timeframes, criteria and categories submitted by the recognized adviser. Working with a highly rated or
ranked adviser does not ensure that a client or prospective client will experience a higher level of performance or service. To see additional criteria, please refer to our award
disclosures and methodology.

For information pertaining to the registration status of Cerity Partners, please contact us or refer to the Investment Adviser Public Disclosure website (www.adviserinfo.sec.gov). For
additional information about Cerity Partners, including fees, conflicts of interest, and services, send for our disclosure statement as set forth on Form CRS and ADV Part 2 using the
contact information herein. Please read the disclosure statement carefully before you invest or send money.

©2023 Cerity Partners LLC, an SEC-registered investment adviser. All Rights Reserved. (07/23)
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https://ceritypartners.com/contact/
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